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He Shares His Views With You 
On Over 500 Stocks 


T is difficult to pin your best friend down to a frank opinion of a single 


stock, let alone of many; and then it is doubtful if his opinion would be 
of much value. 








But a man with over 25 years of professional experience in financial 
matters studied every active common and preferred stock on the New York 


Stock Exchange, over 500 in all, and set down his opinion of each and how 
he would rate it. 


It is called GUENTHER’S INDEPENDENT APPRAISAL OF LISTED STOCKS, and 
you can get a copy of the current issue for the small sum of $2. If there is 
anything about any active stock from Adams Express to Wright Aeronau- 
tical that you want to know, this little book will tell you. It will give you not 
only the statistical figures but the editor’s opinion and a rating. 


Of Immense Value to Investors 


In this way you can guide yourself in your investments, in deciding whether to hold or to 
sell. You need not necessarily take the editor’s judgment, but it will at least be a help. You 
will see the figures upon which he based his views, and perhaps that will clarify matters for 
you. Many have said GUENTHER’S INDEPENDENT APPRAISAL OF LisTED Stocks is the most 
valuable compendium of financial information for the general investor that ever issued from “the 


Street.” It is published under the auspices of THE FINANCIAL Wor pb, backed by its over 20 
years of good reputation. 


You should, of course, subscribe by the year, but in any event send for the current issue, 
and we are sure your annual order will follow. Everything is conveniently arranged for you 
below. Reach for your fountain pen and your check book—nuisances no doubt, but proverb- 
ially necessary evils. Later on you will be glad you acted upon this advertisement. 
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The Financial World was established to diffuse the truth about investments, has 
and will continue to de so, confident in its belief that as leng as it clings to ‘ais ‘seal it can count upon the 





support of the inves:ing public. 


tained this attitude, 
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The Trend of Things 


@ Caution was evident in the financial markets this week, the uncertainties in the foreign 


situation being the restraining influence. 


Britain’s acceptance of the Debt terms served 


to clear the air, but stocks found no impulse to move in either direction as a result. 


@ December railroad accomplishments bolstered up confidence, and stocks moved in a man- 
ner suggesting preparation for a real rail market in the not distant future. 


@ Fundamentals in the business situation are so encouraging as to cause observers to con- 


clude that the present trading character of the market before long will give way to re- 
sumption of a primary forward movement. 


AUTION is likely to rule in the 
{ financial markets on this side of 

the Atlantic so long as the present 
uncertainty rules in Europe. We may be 
splendidly stubborn in our avoidance of 
“entangling alliances” and our steadfast 
adherence to a policy of isolation. But 
our financial markets, and those who 
trade in them, will continue to be highly 
sensitive to international events, confusions 
and possibilities. 


The rails this week demonstrated that 
they have the stuff in them that makes for- 
ward movements. The December earn- 
ings statements—as was predicted more 


than a month ago in this department— 
generally speaking were encouraging, with 
some of the roads that have been referred 
to of late as “lame ducks” reporting the 
best December of any year since 1912. 


The rails are shaping for an active 
market that will present a decided con- 
trast to industrials, and will close up the 
gap between the two price levels. The 
real advance may not get under way this 
month. But we would advise our readers 
not to allow that possibility to tempt them 
into delaying preparation. 


The foreign situation has caused marked 


weakness in foreign obligations in this 
market. We would not be surprised if 
the price averages go considerably lower 
for all such issues. The greatest cau- 
tion, therefore, should be exercised tem- 
porarily. Even the best of foreign bonds 
may be purchased later perhaps on fairly 


substantial concessions from _ current 
prices, 
* * * 
The week’s most constructive devel- 


opment was the announcement from 
London that the British Government had 
decided to accept the terms proposed by 
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the American Commission in connection 
with the debt. Washington, that is, the 
official part of it, received the news with 
approval, but it must have brought some 
degree of embarassment to the member of 
Congress whose sarcastic letter was syn- 
dicated by a certain newspaper and which 
attacked the British Chanceller for state- 
ments attributed to him which obviously 
were intended for home consumption. 


Bankers express the opinion that the 
money market is being influenced by the 
uncertainties abroad, but they at the same 
time assert that loans here might be dou- 
bled before there would be any reason for 
believing that the danger point had been 
reached, 


Tight money is something which need 
cause no worry for some time to come. 


* * * 


Secondary Inflation 


E are moved to inquire if the fol- 

lowing excerpt from the Federal 
Reserve Bulletin for January, 1923, has any 
particular significance in connection with 
the question of secondary inflation: 


“The persistent import of gold from 
abroad, in the absence of normal cor- 
rectives, and in conjunction with influences 
at work in the domestic credit situation, 
makes the problem of credit control in 
this country more than usually difficult.” 


In 1921, importations of gold were ab- 
sorbed by the banks, and the earning as- 
sets of the reserve institutions declined by 
nearly a billion dollars more than the stock 
of gold increased. 


Last year, the decline in earning assets 
of the reserve banks was considerably less 
than the increase in the stock of gold. 
So the available credit of our banks has 
been greatly augmented, leading to the 
conclusion above quoted. 


The question is, will inflation reach 
farthest into the commodity field, or into 
the securities field? 


Consider the Source 


In considering an answer to that ques- 
tion, it would be well to bear in mind 
that, while available credit is being aug- 
mented by an increased concentration of 
gold in our hands, someone is losing the 
gold to us, and the effect upon the losers 
is apt to be the reverse of helpful to us. 


The increase in our gold supply prob- 
ably will help.to bring about an advance 
in commodity prices, which is a factor in 
the making of inflation. 


On the other hand, a liberal supply of 
available credit, which would mean com- 
paratively low rates for money, conceiv- 
ably might lead to activity in the securi- 
ties markets with an advancing price trend. 

We find it difficult to decide at this 
writing as to what character inflation will 
assume; in other words, whether it will 
be in commodities or mainly in securities. 
Many eminent authorities favor the latter, 
some, the former. We shall have more 
to say on the subject in a later issue. 
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Our Deductions 
As Based.on Week’s Statistics 
(For Week Ending Jan. 31) 
CORPORATE EARNINGS 
Favorable 


BOND MARKET 
Averages Slightly Off 


STOCK MARKET 
Rails Show Activity 


FOREIGN EXCHANGE 
Dull 


MONEY 
Firm 
CAR LOADINGS 
Better than 1921-1920 


STEEL INDUSTRY 
80% Capacity 




















Production of crude oil as given for the 
entire year of 1922 was 563,372,102 bar- 
els. Daily average 

production for the 

week ended January 

27th was 1,736,900 

barrels and 1,415,950 
barrels last year. Total production of 
bituminous coal for the week ended Jan- 
uary 20th was 10,868,000 tons, comparing 
with 8,782,000 in the corresponding week 
of 1922. The cotton market was quiet, 
middling uplands being quoted at 27.50, 
showing an increase in price from last 
week’s quotation of 26.80. Coffee, sugar 
and cereals were generally quiet. January 
reports show steel prices with a tendency 
upward. U. S. Steel earnings did not meet 
with expectations. 

* * « 


Money rates were slightly higher for 
the current week as compared with last 








Commodities 




















ONDITIONS in the Middle West are 

reported as good. Heavy buying of 
steel is one of the outsanding features, and 
mills in the Chicago district report orders 
booked in a volume that will keep plants 
busy at capacity at least until April. Or- 
ders now are being accepted only for de- 
ferred delivery. 


The trade situation throughout the 
country discloses large gains over last 
year, the Middle West is no exception. 
Chicago advices emphasize the increased 
purchasing power of the rural communi- 
ties and the generally improved economic 
situation resulting from broader employ- 
ment and unusual demand for skilled 
labor. 


Copper this week definitely reached the 
15-cent mark, and mining operations stead- 
ily are growing. Developments serve to 
lend further confidence in the outlook for 
the copper stocks. 


The big gain in revenues, both for De- 
cember and for last year, which was re- 
ported this week for Pennsylvania is to 
be regarded as a strong bull argument for 
rail securities. 


The Steet CorporaTion’s report for the 
final 1922 quarter was not particularly 
encouraging, on the surface. But when 
the liberal charge-offs for depreciation 
are taken into account, we feel that it was 
a favorable report. 


On the. whole, we believe that we are 
fast approaching the point where it will 
be possible to take a more clearly defined 
stand on the question of the outlook for 
our financial and industrial markets. The 
action of Great Britain in connection with 
her debt to the Unitea States, and her 
withdrawal in the matter of Turkey, would 
seem to indicate that Europe is doing 
what we have expected of her—backing 
away from chaos, 


We observe nothing to suggest the ad- 
visability, for the time veing, for chang- 
ing from a position of caution broadly 
speaking. 














week. Call money 

Money was quoted at 4% 
and per cent compared 
Banking |} with 5 per cent in the 
- same period of 1922. 








Time money ranged from 454 to 43% per 
cent, showing no change from last year. 
Commercial paper spread from 4% to 4% 
per cent in comparison with rates of 4% 
tc 5 per cent in the corresponding week 
of 1922. Federal Reserve ratio of reserves 
was fixed at 76.4 per cent compared with 
76.1 per cent last week and 77.2 per cent 
in the same week of 1922. 
* * * 


Total commercial failures for the week 
ended January 26th were given as 5il 
—. compared with 605 

during the same week 

of last year. Car 

loadings for the week 
—— ended January 20th 
totaled 865,578 cars compared with 873,251 
in the previous week and 731,109 in the 
corresponding week of 1922. 

* * * 


Atchison System for twelve months 
erded December 3lst reports a net operat- 
ing income of $40,- 
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| 003,402. United Re- 
Corporate tail Stores Corpora- 
Matters tion for year ended 


December 31st, _ re- 
ports a net income of $1,397,728. United 
Cigar Stores Co. of America for the year 
ended December 31st reports a net income 
of $4,359,806 after federal taxes. Amer- 
ican Railway Express for ten months 
ended October 3lst, reports a net operat- 
ing income of $919,871. General Cigar 
Co., Inc., for the year ended December 
31st, reports a net income of $2,732,209 
after charges and federal taxes. R. J. 
Reynolds Tobacco Co. for 1922 reports net 
earnings of $20,479,234. Boston Elevated 
Railway Co. for year 1922 reports re- 
ceipts exceeding cost of service by $1,- 
412,189. U. S. Steel Corporation for the 
quarter ended December 3lst, reports net 
earnings of $27,552,392. Inland Steel Co. 
for 1922 reports net profits of $1,141,177 
after charges and federal taxes. 
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Mere Man or Superman—W hich? 


@ Is Wall Street’s fear that DURANT is overextending himself, or the belief 
of FLINT, Michigan, his home town, in his super-genius, the correct analy- 
sis of the man who has startled the motor world and keeps it in a quan- 


dary? 


@ The writer has endeavored to arrive at an 


4 
1 


unbiased conclusion based 


upon such facts as were available, and leaves it to the reader to estimate 
DURANT’S prospects of succeeding in his empyrean dream. 


@ But it must be admitted that, whatever the outcome, DURANT has dis- 
played unusual financial genius by being able to sell himself to 200,000 in- 
vestors on the strength of his name alone. 


Durant the admired. 
Durant the feared. 


RIEFLY, these two terse lines sil- 
B houectte the conflicting emotions his 

name arouses, whenever it is men- 
tioned, which is very often, because nearly 
200,000 investors have hitched their ex- 
pectations to his star. 

Which of these two estimates 
will his destiny confirm? That 
question at this time is an absorb- 
ing one. Some day in the tomor- 
rows will provide the answer. In 
the meanwhile, one only can as- 
sume what it will be, trusting to 
cold and wunimpressionable facts 
for light. 

In the interim, to brand Durant 
a financial charlatan, even infe- 
rentially, as it has been done by 
some of his hasty critics, is un- 
just, for the testimony of numer- 
ous friends regarding his unselfish- 
ness, and their stories of how he 
has refunded money lost in some 
of his ventures, when he was un- 
der no legal or moral. obligation 
to do it, does not indicate the 
presence of any such false clay in 
his character. 

That he may be over ambitious 
is possible. That he may consider 
himself the Cecir Ruopes of the 
motor world is likely. His ad- 
mirers like to speak of him in such 
terms. Yet, this is but the ego in 
“That man Durant,” as he is called 
in a colorful sketch of him in a 
recent issue of Motor by W. A. 
P. John. But to be ambitious is 
no fault. Most men are, only some 
are restrained hy conservative impulses, 
while others permit their ego to plunge 
them into their own undoing. 

And still, if such a catastrophe occurred, 
it would involve no moral turpitude. 

It is to search for the germ of the 
miracle in DurANT’s empyrean dream, or 
the structural weakness in his endless chain 
of motor enterprises, that I am devoting 
myself, without bias, for, in that question, 
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By LOUIS GUENTHER 


nearly 200,000 investors are vitally inter- 
ested. 

Is Flint, Mich., correct in its appraisal 
of Mr. Durant’s abilities, or, are Wall 
Street’s fears that he is building his throne 
on shifting sands more justified? 

Back in his home town he is idolized 
by his neighbors as if he were a super- 
man. This feeling is but natural, for 





William C. Durant 


there they are acquainted with his early 
achievements in the motor industry. They 
have seen him develop from a poor clerk 
to a multimillionaire. 

Among a certain element in Wall Street, 
which is mostly comprised of conservative 
bankers, he is regarded as the very anti- 
thesis of the Michiganian estimate of the 
man. Here, he is considered as playing 
with fire, which if he fails to control, can 
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but consume many hundreds of millions of 
capital of investors from the effects of 
which confidence in all legitimate invest- 
ments is likely to suffer. 

Should Durant succeed he will become 
the Superman of the motor world; he will 
have behind him such enormous capital 
that no enterprise in the industry would 
be beyond his reach did he covet its con- 
trol or acquisition, 

But, if he fails, in his disaster 
would be engulfed a tremendous 
fortune entrusted to him by men 
and women who believed in what 
Durant and his stock salesmen 
said that “The Durant Plan was 
devised to encourage people in all 
walks of life to save a portion of 
their monthly wages and income 
to apply upon a partnership in a 
well managed industry.” 

This idea Durant has sold to 
the public in a unique form. Sev- 
eral months ago 189,000 people had 
accepted his proposition. By this 
time, the number of DurRANT part- 
ners must have increased to 200,- 
000, and, as he estimates that the 
average investments of each indi- 
vidual partner is $400, the capital 
of theirs, which he now commands, 
comes to the enormous sum of 
more than $80,000,000. 

In a little over two years one- 
fifth of a million people have en- 
rolled themselves as DurRAnt’s 
partners. At this rate of going it 
would not take long for him to 
secure a half million associates 
upon whom he could depend for 
$200,000,000 capital. The bulk of 
all this money would come into 
his possession just at the time when the 
motor industry has reached another one 
of its peaks. 

That fact is borne out by some signifi- 
cant statistics published recently by the 
Manufacturers’ Record of Detroit, show- 
ing that, for the month of November, the 
industry earned a profit of $4,000,000, 
whereas six months previous, on about 
the same number of cars sold the profits 
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were very much over $34,000,000. Yet, 
throughout this period, none of the 
DuRANT motor car enterprises have gone 
on a dividend basis. Their careers are 
still before them. They still must demon- 
Strate their capability of fulfilling the ex- 
pectations of their promoter. 

Usually, an investor wants to know 
something in detail about the financial 
condition of enterprises engaging his atten- 
tion. But, not so with Durant. With him 
it is his name and his well advertised 
reputation that is the powerful magnet that 
attracts millions of capital from thrifty 
people. Such is the blindness of supreme 
confidence. 


What the actual financial status of 
DuRANT’S various companies is no one but 
those in his confidence are aware. All 
that is generally known are such figures 
as he cares to give out, and they are too 











DURANT CORPORATION 
The Fiscal Ageney 


DURANT MOTORS STAR MOTORS 
With many offshoots With many offshoots 


LOCOMOBILE CO. 
High Prieed Car 




















FLINT MOTOR CAR 
Medium Priced Car 





PRIBCETON CAR 








FISHER BODY 
Selling Stoek Units 








SUPPORTED and FINANCED by 
200,000 INVESTORS 

















meagre to give much enlightment. So, one 
is compelled to dig around in the dark. 

Last March a fragmentary statement was 
issued for the DurANT Motor Corp., con- 
sisting mostly of assets in which there was 
included an item of $20,088,000 profits 
estimated for three years, based on con- 
tracts on hand. There were no liabilities 
mentioned. 


Calculations of this character are like 
counting the chickens before they are 
hatched. They take no account of contin- 
gencies like that of increased cost of pro- 
duction, nor of dealers’ broken contracts. 


Restless Spirit 


Did Durant confine his energies to a 
single enterprise until he had definitely es- 
tablished it on a dividend basis, he would 
arouse less concern over his ultimate suc- 
cess. But, such a sound policy seems not 
to fit in with his restless spirit. Hardly 
has he started one company when he 
launches another. This mad _ haste to 
spread out will prompt the question now 
so often asked; how many buckets can he 
carry on his shoulders, without one of 
them spilling? 

At the present moment he controls six 
major enterprises and somewhere around 
60 subsidiaries, offsprings of the parent 
holding company, which operate in almost 
every state in the Union, or propose to 
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do so. These companies. are the DurANT 
CoRPORATION, the fiscal agency, DuRANT 
Motor, Star Moror, Frnt  Moror, 
PRINCETON Motor, and the LocomosBiLe 
Co. Besides these enterprises his latest 
fad is to sell units to his followers in 
stocks of concerns in which he has but a 
minority interest, as in the case of FIsHER 
Bopy stack. 


This latest phase of DurANT’s operations 
is disconcerting, for it is inconsistent with 
the declaration he has made in behalf of 
the DurRANT CorporaATION that it was en- 
gaged in cultivating the habit of thrift 
among the people. You cannot call specu- 
lation, in any form, thrift. Without any 
equivocation it can only be classified as 
turning investors into speculators, which is 
carrying them into dangerous shoals. Were 
such methods conservative, then high grade 
bonds and other secured obligations have 
been erroneously described as safe invest- 
ments. 


Wonder Worker 


I cannot help but feel that Durant is 
obsessed with the idea that he can work 
wonders, considering the inflated valuation 
he places on the securities of his enter- 
prises. I do not consider that a healthy 
sign, for the majority of his enterprises 
are still in the process of development. 

On the basis on which Durant Motor 
stock was selling, around $70 a share, it 
puts a value on its 1,000,000 shares of no 
par value of $70,000,000, which would 
mean if he earned but $6 a share divi- 
dends a yield of 8 per cent, which is not 
so atractive when it still must be earned. 

On his Star Morors, a valuation is 
placed by its present selling price of $24,- 
000,000 for its million shares without any 
par value. When so many securities of 
established concerns already on a sound 
dividend basis can be bought for more rea- 


New England 


sonable prices these values seem entirely 
out of line. 

Is it possible also for Durant to bring 
the cost of producing his various cars 
down to a level to earn large profits? He 
would have to do this through mass pro- 
duction, which would prove extremely dif- 
ficult, when the motor industry itself is 
riding on flood tide, and, henceforth, com- 
petition will become keener among the es- 
tablished manufacturers to keep their 
plants running at capacity. 


Star and the Ford 


His Star car must compete with the 
Forp. Forp, with the wealth of a Midas 
behind him, certainly will not permit Du- 
RANT to-run away with his market. He 
already has reduced his car under the price 
quoted for the Star, so that, in this field, 
many tall hills will have to be surmounted 
before the goal of success is reached. 

In a one-man institution the continued 
life of that one man becomes of paramount 
importance. A vital question for DuRANT’s 
stockholders to ask is “What will happen 
if DuRANT dies?” 

What Durant has pledged himself to 
do, based on the 1,000,000 shares of Du- 
RANT and the additional 1,000,000 shares of 
Star, were he to earn a profit of $6 a 
share, is to make a net profit of $12,000,- 
000 per annum, at $5 a share, a profit of 
$10,000,000 and at $4 a share a profit of 
$8,000,000, which, even at the lowest 
amount, is more than was made by 
CHANDLER, Hupp or the MAXWELL com- 
panies combined, and they all have been 
established for quite some years. 

To do this “That man Durant,” as Joyce 
said, must prove himself the superman of 
the motor world. 

If I were asked could he do it, I would 
have to frankly confess that I doubt it very 
much. 


Textile Stocks 


The recent sharp decline in Amoskeag Manufacturing Co. from a high of 
121 in December to its present price of 94 coupled with the announcement of a 
reduction in the dividend rate from $6 a share yearly to $3 a share ts illus- 
trative of the difficulties under which the New England textile industry is 
laboring. Rising material and labor prices combined with keen competition 
make the situation an extremely trying one for the industry. 


HE owner of a prominent New 

| England mill stated the other day 

that 1922 would be the first year 

in his experience of more than twenty 

years when his company would report a 

deficit. And this was in spite of the 

fact that operations were practically at 
capacity throughout the year. 

One adverse factor has been the steady 
rise in cotton prices. Manufacturers dare 
not buy cotton for future delivery based 
on sales contracts for fear that a break 
in the cotton market would result in can- 
cellations. On the other hand they dare 
not make sales contracts based on pres- 
ent cotton prices for fear that a rise in the 


cotton market would absorb their profits. 

Another adverse factor is the labor sit- 
uation. Southern cotton mills which are 
competing more and more keenly enjoy 
a better labor market and lower costs. 


The restrictive immigration laws have ad- 
versely affected the New England mills. 
There have been numerous reports of es- 
tablished companies moving their plants 
to the South. There is no question but 
that the margin of profit under existing 
conditions is very small. 

Until the situation becomes clearer it 
would appear to be the part of wisdom 
to avoid the New England textile stocks. 


The Financial World 








N&W and C & O in Comparison 


These two great railroad systems are /eaders of the “coaler” group and, be- 


cause of the nature of their traffic, a comparative analysis is vital at this 
time. 


@ Mr. Hanssen, in this discussion, establishes as his ultimate goal, the prob- 
lems as to which stock 1s the most attractive purchase. He has put the op- 
erating statistics and the capital structures under the microscope in order 


to find his answer. 


@ The conclusion favors CHESAPEAKE & OHIO. Read the article and learn 


why. 


N a recent issue of THE FINANCIAL 

Wortp I made a comparative study 

of Northern Pacific and Great North- 
ern because of their many points of sim- 
ilarity. In examing into the relative posi- 
tion of NorroLtK & WEsTERN and CHESA- 
PEAKE & QOHio many striking points of 
comparison were developed. 

Both roads are fundamentally depend- 
ant upon the production of bituminous 
or soft coal from which they receive about 
75 per cent of their freight earnings. With 
the exception of petroleum, none of our 
natural resources has shown a more rapid 
increase in consumption than has bitu- 
minous coal. In 1900 a population of 
76,000,000 consumed about 150,000,000 tons 
of bituminous coal. Twenty years later 
a population of 106,000,000 consumed more 
than 500,000,000 tons. In other words the 
consumption of soft coal per capita in- 
creased from 2 tons to 5 tons in the last 
twenty years. 

It is natural to expect then that roads 
serving an industry making such swift 
strides should reflect a tremendous ex- 
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pansion in earning power. The accom- 
panying map shows the relative positions 
of NorroLtk & WESTERN and CHESAPEAKE 
& Onto. The former has the advantage 
of its affiliation with the Pennsylvania 
System which controls it through stock 
ownership. This has enabled the road to 
get rid of its coal at points like Cincinnati 
and Columbus with greater facility than 
has been the case for C. & O. Now the 
VAN SWERINGENS have obtained consent of 
the Interstate Commerce Commission to 
control the C. & O. Their principal plea 
was that, by an alliance with their Nickel 
Plate system, the “neck in the bottle” on 
the CHESAPEAKE & OunIo would be wid- 
ened. 


Financing Methods 


In making a comparison of these two 
roads, which in respect of location and 
traffic handled, are so much alike, the 
striking feature of dissimilarity in financ- 
ing stands out. In the tabulation accom- 
panying this article it will be noted that 
in the last ten years N. & W. has increased 





its funded debt less than $5,000,000 while 
total assets have increased $135,000,000. 
C, & O. has increased its funded debt 
$102,000,000 while its total assets increased 
$166,000,000. This is due entirely to the 
market price of the stocks. N. & W. did 
its financing with convertible bonds which 
were converted because the stock sold at 
a price and paid dividends which made the 
conversion attractive. C. & O. did its 
financing with convertible bonds which 
were not converted and the result is that 
19 per cent of its capitalization is in 
stock compared with 56 per cent for N. 
& W. Obviously N. & W. is in a much 
better balanced financial position and as is 
to be expected its bonds sell on a basis to 
yield around 5 per cent compared with a 
yield of 6.87 per cent on the C. & O. 
4¥%’s on which the conversion privilege 
has expired. 

However, the issuance of 6% per cent 
preferred stock by C. & O. in 1922 is a 
step toward stock financing and then too 
its 5 per cent convertible bonds of which 
about $40,000,000 are outstanding can be 
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Factor 


Funded Debt Position 
Physical Condition 
Transportation Efficiency 
Current Earning Power 
Net Earning Outlook 
Dividend Rate 
Investment Rating 


Summary of Comparative Study of Norfolk & Western 
and Chesapeake & Ohio 
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Speculative Rating 


Nor. & West. Ches. & Ohio 
Good Good 
Strong Good 
Seat Excellent Fair | 
waite? Good Good 
Aaa Good Good 
Jaa Good Good 
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converted into common stock by increas- 
ing the dividend rate. Of course, with a 
relatively small amount of stock outstand- 
ing the earnings per share in a period of 
prosperity will advance more sharply than 
would otherwise be the case. 


From the standpoint of management, 
the N. & W. is doubtless dominated by 
conservative Pennsylvania policies while 
the C. & O. will be under the dominion of 
the aggressive Van Sweringens. The lat- 
ter have expressed their confidence in the 
future of the railroads in a very substan- 
tial way and at a time when much “calam- 
ity howling” was heard from many old 
line railroad quarters. Further they have 
succeeded in building up the net income of 
their properties (and the market price of 
their shares) during a period that has been 
pictured as a dark one for the railroads 
as a whole, 


Roads Do Well 


Measured by operating efficiency both 
roads have done well. N. & W. increased 
its train load from 643 to 1,013 tons in the 
last ten years compared with an increase 
of from 683 to 1,090 on the C. & O. It 
happens that both roads serve non-union 
coal mining territory and that both were 
handling capacity business when the shop- 
men’s strike took place. This combina- 
tion proved a severe test to both roads and 
maintenance of equipment expenditures 
were greatly augmented thereby resulting 
in a poor showing during the last six 


months of 1922 compared with the first 
six months. Recent reports indicate that 
the worst is now behind them and that 
normal operating expenses can be expected 
from now on. 


Cash Position 


The cash position of the N. & W. is 
much stronger than that of C. & O. This 
is clearly reflected in a net working cap- 
ital of $30,087,000 for the former as 
against $12,195,000 for the latter. 

From the standpoint of earning power 
there is little to choose insofar as gross 
earnings are concerned. C. & O. has ex- 
panded its mileage more in order to get 
the larger gross while N. & W. has ex- 
panded its existing facilties to a greater 
extent. In 1922 it is estimated that N. & 
W. will show about $11 per share earned 
on the common compared with about $8 
per share for the C. & O. common. The 
average per share of outstanding stock 
for the last ten years is $11.30 on the N. 
& W. and $7.90 on the C. & O. 

The 1923 traffic outlook is good for both 
roads. A condition of general business 
and manufacturing activity makes for an 
increased consumption of bituminous coal. 
Coupled with the deferred demand 
brought on by the coal strike in 1922 and 
the actual returns of car loadings in the 
Pocahontas district in January, 1923, 
which are setting new records, the outlook 
for a record volume of traffic during the 
coming months is bright. That the inde- 


finite continuance of this coal traffic is 
assured is borne out by a report made in 
1908 indicating that the coal resources of 
West Virginia were equal to 4,800 times 
the annual production of 1907. 

Maintenance expenditures calculated on 
the Gibson-McElroy method were $5,386.- 
000 in excess of normal on the N. & W. 
for the first eleven months of 1922 com- 
pared with a $1,845,000 excess on the 
C. & O. In other words both roads were 
liberal in their maintenance expenditures 
and N. & W. unusually so. 


Dividend Payments 

Norfolk & Western has paid 7 per cent 
or better on its common ever since 1916 
while the C. & O. record has been spotty. 
$4 a share was paid from 1917 through 
1920 and one semi-annual dividend was 
omitted in 1921. The current rate is $4 
yearly and the regular rate on N. & W. 
is $7 yearly in addition to which an extra 
of $1 a share was paid late in 1922. 

We now come to the interesting question 
as to whether N. & W. is a better purchase 
at $112 than is C. & O. at $74. Based 
on the regular dividend the yield on N, & 
W. is 6.2 per cent while the yield on C. 
& O. is 5.4 per cent. Evidently the market 
is anticipating an increase in the dividend 
on C. & O. Given a good volume of busi- 
ness there is no question but that C, & O. 
could earn between $10 and $12 a share. 
The Van Sweringens are more likely to 
prove liberal dividend payers than the past 
managements of C. & O. In connection 
with the issue of preferred stock the of- 
ficers estimated that a capital expenditure 
of $16,500,000 would result in annual 
operating economies of $4,000,000. The 
stock is selling close to highest price at- 
tained since 1910 when the record high of 
92 was established. The company is doubt- 
less desirous of getting the convertible 
bonds out of the way. Until April 1, 1923, 
they are convertible at $80 per share and 
until 1926 at $90. An increase in the divi- 
dend rate to 6 per cent would easily bring 
about this conversion into stock which 
would do much toward balancing the cap- 
ital structure of the company. 

Norro.tk & WESTERN, with its stock sell- 
ing above par, has no difficult financing 





























10-Year Comparison—N. & W. and C. & O. 

Norfolk & Western Chesapeake & Ohio 

1911 1921 1911 1921 
| RS a eae en ee Ne RE Ee 1,972 2,226 1,721 2,546 
a ida a eel $227,817 $363,212 $241,132 $427,050 
ee i |) an boi tee 74,284 121,520 62,794 62,793 
IN I ns ctentceretnelanenlalinn anecalinetionbans 23,000 22,992 3 3 
PRR ae ee Os eo NE Fae LTE 108,468 113,112 165,253 267,181 
Be NRE OR TOD asinsecsecctcceserinsinstncasienensionemncones 7,750 30,087 11,379 12,195 
Surplus (1000's) ......... AEA ee AF CLS ORO 16,620 76,742 4,696 32,964 
i ON I is nicest tbagnsiehiomonnsopinengimtnblis 122 163 107 150 
ENOL OLR OT LORE CR ARE 54 7 5 4 
EN ES ERA La RO iia tat 35,557 80,761 32,583 83,688 
ee a a ee ee 6,638 9,655 3,228 4,193 
ESS SONS CL OTR OTTO ENCES AS eT OTN 9934-111% 8854-1047% 6834-8634 46-6514 
I a 643 1,013 683 1,090 
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problems and should 1923 prove to be an- 
other profitable year doubtless would de- 


clare another extra dividend. Its record 
high price established in 1916 was 147% 
and the coming year if featured by a good 
rail market may see that price duplicated. 
This would represent a 32 per cent ad- 
vance over current prices. In order for 
Cc. & O. to make a similar percentage ad- 
vance it would have to sell at 98 which 
would not be high for a 6 per cent stock. 
There is little question but that the big- 
gest specultative possibilties lie in the C. 
& O. common stock and these can be 
brought out best during a year of good 
railroad earnings which would be strong- 
ly reflected in the comparatively small 
amount of common stock outstanding. 
From an investment standpoint N. & W. 
common stock with its strong financial 
position, excellent connections and good 
earnings and dividend record has the call. 
The conclusion is that both rssues are 
likely to sell higher but that, with a good 
rail market, the percentage of appreciation 
in market price will probably be greater 
in C. & O. 


Guenther’s Independent Appraisal of 


Listed Siocks rates N. & W. “A” and 
C. & ©. 728" 





Ly. 
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Pacific Oil Rumor 
Rating “B,’ Guenther’s Appraisal 


There persists a rumor to the effect 
that Pacific Oil is contemplating some 
financing which of course is the explana- 
tion of the recent weakness of the stock. 
For the time being we would not regard 
this security as one in position for pur- 
chase, and buying could be suspended 
pending the clearing up of the situation. 
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U. S. Steel Report 
Rating “A,” Guenther’s Appraisal 


The Street's preliminary estimates of 
what the showing of the Steel Corpo- 
ration would be for the final quarter of 
1922 were unusually out of line. The show- 
ing was rather disappointing, and the 
unsatisfactory earnings are explained 
largely by the fact that the subsidiaries 
at the end of the year still were work- 
ing to a large extent on low-priced busi- 
ness, which had been booked in the 
previous spring. We hasten to com- 
ment that the showing made by the 
corporation in the final three months 
of last year should not be accepted as 
a criterion of what may be reported in 
the current quarter which we anticipate 
will be quite satisfactory, as most of 
the low-priced business will have been 
worked off with the completion of 1922. 
The corporation was exceptionally lib- 
eral in the matter of charge-offs for de- 
preciation and sinking funds in the last 
quarter, as it had been in the past. A 
comprehensive analysis of the reports, 
quarter by quarter, for 1922 would show 
that the operations of the company 
were far more satisfactory than the total 
figures would indicate. 
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@ One of the Jeading financial authorities the other day 
asserted that there exists in this country a widespread need 


of an international vision; 


@ Another authority declared that NEW YorK so far has not 
made a great deal of progress in the work of displacing 
LONDON as the world’s financial center, even though we 
have had everything in our favor; 


@ And, almost every day, there is available evidence of grow- 
ing mistrust of foreign government obligations in general. 


Which raises the question— 


Should Investors 
Taboo All Foreign Bonds? 


Answered by Edson Reade 


Foreign Specialist, THe FINANCIAL WoriLp 


NFORTUNATELY, there has been 
U in the past a great deal of loose 

talking and loose thinking on the 
general subject of foreign investments and 
upon the new place which this country 
has assumed in the world in international 
finance as one of the fortunes of war. 

A banker with whom I recently discussed 
the subject remarked that, in his opinion, 
not only American politicians, but Ameri- 
can investors, have not acquired an “inter- 
national vision.” Chancellor of the Ex- 
chequer STANLEY BALDwIN, who was with 
us recently as head of the British Debt 
Commission, is said to have expressed or 
implied the same opinion. 

At this writing, smail investors are mak- 
ing haste to unload the French 7%4s and 8s, 
both of them issues which are being dis- 
posed of at considerable sacrifice. And 
every day the mail of THe FINANCIAL 
WokrLp contains anxious inquiries which 
suggest general skepticism as to the integ- 
rity of any foreign obligations. 

Broadly. speaking, it does not seem that 
the time is opportune for extending one’s 
purchases, either for investment or specu- 
lation, in foreign securities. 

One reason is, most foreign securities at 
the present time do not lend themselves 
to analysis. The political factor exerts too 
great an influence. And the economic 
status of the different countries, with some 
possible exceptions, is not sufficiently well 
defined, to enable one to determine the 
trend of events, at least in the near future. 

But because that seems to be true, it 
does not follow that all foreign invest- 
ment should be taboo. On the contrary, 
there are some alien obligations which can 
be purchased with varying degrees of 


safety, and with reasonable assurance of 
compensation later on. Moreover, the in- 
clusion of a few sound foreign issues in 
one’s investments adds to the quality of 
diversification which is so essential to a 
well-balanced investment program. 

It is a curious fact, yet none the less 
impressive and true, that, when the ambi- 
tious talk about New York displacing 
London as the world’s financial center was 
most pronounced, and investors were being 
urged from every direction to take ad- 
vantage of the world’s extremity by loan- 
ing money whenever and wherever asked, 
American investors bought without stop- 
ping to consider or ask questions. 

But now that it has become apparent 
that the status of the world is far from 
being satisfactory, and after there has 
been a severe decline in many foreign obli- 
gations, American investors are becoming 
cautious, and anxious. 

There are many opinions regarding the 
French invasion of the Ruhr Basin, and 
about the insistence of the French Gov- 
ernment upon having the pound of flesh. 
It will serve no particular purpose to argue 
the point. It is sufficient to offer the 
thought that the action of the French may 
bring about what is the one and only solu- 
tion for Germany’s problem—the stabiliza- 
tion of the mark. 

Stabilization must be had, no matter 
what the price. 

Recently, trading in German, Austrian, 
and Russian bond issues, payable in the 
currency of the countries of issue, was 
suspended by the New York Curb Market. 
Sales of such bonds in this country total 
many millions, just as losses as a result 
from speculation in German marks total 














Suggestions in Foreign Bonds 
Un. Kingdom of Gr. Britain & Ireland, Gold.... 5% Feb. 1937 10334 5.11 
Kingdom of Norway, S. F. External Gold.......... 6 Oct. 1952 100 6.00 
Kingdom of the Netherlands, Sinking Fund... 6 Mar. 1972 98% 6.05 
Kingdom of Denmark, External Gold.............. - 6 Jan. 1942 983% 6.11 
City of Copenhagen, External Gold ............. - 5% July 1944 92 6.17 
Government of Argentine Nation, Gold .......... a 7 Feb. 1927 101% 6.67 
Kingdom of Norway, External Gold .................. 8 July 1940 112% 6.77 
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millions and millions of dollars. And, 
when the bonds and the marks were in 
the heyday of their popularity, the cre- 
dulous were as plentiful as the skeptical are 
today. It was as important two or three 
years ago that the German mark be stabil- 
ized as it is today. It was a problem 
without immediate promise of solution 
then, just as it is today. 


Close Scrutiny 


The lesson is—American investors must 
give closer scrutiny to all offerings of for- 
eign securities. They must proceed cauti- 
ously, must come out of the isolation shell 
and become acquainted with the actual 
conditions prevailing in the different na- 
tions which are borrowers in this market. 

In order that this discussion may be as 
helpful as space will permit, I shall at- 
tempt briefly to cover the situation regard- 
ing foreign investments under the follow- 
ing groupings: South American, Central 
European, Neutral, and the Allied coun- 
tries. 


First, we will consider SourH AMERICA. 
3roadly speaking, most of the countries of 
the South American continent are making 
progress back to a normal footing, although 
some have been so reckless in their borrow- 
ing, or have such an unsatisfactory past 
record, as to place themselves outside the 
realm of investment safety. 


1 would select the obligations of the 
Argentine as representative of the best 
type so far as South America is concerned, 
and would stress those issues which are 
payable in dollars or sterling. A _ repre- 
sentative bond of that Republic which 
seems entitled to recommendation would be 
the Government of Argentine Nation gold 
7s, due in 1927, and obtainable at a price 
to yield about 6.67 per cent, 


Political Interference 


Unfortunately, South America’s position 
from the investment viewpoint in the past 
has been weakened by reason of political 
turmoil which has resulted in repudiations 
and violations of or disrespect for the 
rights of investors on the bonds of differ- 
ent republics. 


Peru, Chile and Brazil appear to be in 
a comparatively weak condition, although 
some of the states and cities of Brazil have 
satisfactory records, as, for example, the 
State of Sao Paulo. 


It will pay to watch the progress of 
South America. Its recovery is apt to be 
rapid. The natural wealth is great, and 
suffering from the war was compartively 
light. But regarding new South American 
offerings, I would suggest that investors be 
careful and should avoid such offerings 
as are not for productive purposes and 
those which carry a high coupon rate. 
There is a tendency on the part of South 
American countries to be a trifle reckless, 
and a willingness to pay almost any price 
for loans. 


Suspend Purchase 


Next, we will consider CENTRAL EvuRopE. 
I would suggest suspending the purchase 
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of such securities pending readjustment in 
Germany, and further evidence of stability 
in Austria, 

As for the NEUTRAL Countris, the 
Scandinavian nations have been making 
very satisfactory progress, and their credit 
rating is high. Such selections as the fol- 
lowing might be made: Kingdom of Nor- 
way S. F. External gold 6s of 1952, to 
yield about six per cent; Kingdom of Den- 
mark external gold 6s of 1942, to yield 
about 6.11 per cent; City of Copenhagen 
gold 5%4s to yield 6.17 per cent, and King- 
dom of Norway gold 8s, of 1940, to yield 
about 6.77 per cent. 


Sterling Bonds 


Because the French bonds have been de- 
clining, and because the political situation 
in France is so uncertain, does not mean 
that investors should have a lack of confi- 
dence in British obligations. The nature of 
the recovery of the pound sterling is such 
as to justify confidence that Britain is 
getting her economic situation in hand. 





As a suggestion, I would select the 
Unitep Krnvpom or Great Britain & IRE- 
1AND gold 5%s, due in 1937, which are 
selling on a basis to yield 5.11 per cent. 
In fact I should consider favorably all for- 
eign obligations that are payable in sterling 
or dollars, or both. Just how soon sterling 
will reach par is a question. I would not 
care to offer a prediction. But it is work- 
ing that way. 

In this discussion I have made no at- 
tempt to offer a detailed economic discus- 
sion. The situation simply has been epito- 
mized and suggestions have been offered 
with a view to assisting the investor in 
making what appear to be safe selections 
for the purpose of diversification. In con- 
clusion—the important thing is that in- 
vestors owe it to themselves to follow the 
foreign situation closely, and to obtain all 
the information possible regarding actual 
internal conditions abroad. And all offer- 
ings of foreign obligations in the future 
must be scrutinized carefully before com- 
mitments are made. 


Outlook Favors Westinghouse 


Judged by the only standards that are worth while, particularly when 
earning power is an unknown quantity in the case of a great many indus- 
trials, Westinghouse Electric is in an attractive position for purchase at 
the present time. It not only has demonstrated a satisfactory recovery from 
the depression of 1921, but also affords every indication that its future earn- 
ing power will be large. The company is a leader in the electrical equip- 
ment field, where developments in the next few years will be record-break- 
ing, according to all authorities. Guenther’s Independent Appraisal of Listed 


Stocks rates Westinghouse “A.” 


its fiscal year which ends March 31, 

next, will have earned fully double its 
net for the preceding twelve months. The 
full year’s dividend requirements for 
WESTINGHOUSE stocks were earned in the 
first half of the current fiscal period, ac- 
cording to figures available in the published 
statements of the company. 

THE FINANCIAL Wor p believes that the 
next ten years will see two great develop- 
ments in the life of the nation: first, record- 
breaking development of the uses of elec- 
tricity industrially and in homes, with vast 
expansion of hydro-electric power produc- 
tion, and, second, extensive addition to the 
country’s transportation machinery, with 
possible expansion in the electrification of 
many railroad systems. ; 

Revolutionary Changes 

Last year’s coal strike, together with the 
tendency toward unreasonableness on the 
part of union labor, point to revolutionary 
changes in production of electrical energy 
and possible reduction to a comparative 
minimum of the use of coal for the de- 
velopment of steam for industrial purposes. 


L: is estimated that WESTINGHOUSE in 


In other words, the decade upon which we 
have entered promises: to be the electrical 
age. As WESTINGHOUSE has become a 
leader in that field, it is to be expected that 
the company will share largely, and profit 
enormously, from such history-making 
progress as is looked for. 


Show Increases 

Bookings of business and billings both 
have been showing increases with the close 
of each quarter in the past nine months. 
Billings for the first nine months of the 
current fiscal period totaled approximately 
$88,000,000 and bookings about $105,000,- 
009. The gross sales of the previous fiscal 
period totaled less than $100,000,000, or 
only slightly larger than the total for bill- 
ings in the first nine months of the fiscal 
period which ends with March next. 

WESTINGHOUSE common is one of the 
industrial stocks which can be purchased 
around prevailing levels with a view to 
holding in anticipation of not only a sub- 
stantial appreciation in quoted price, but 
possible benefits in the future by reason of 
large earning power. 


WESTINGHOUSE E. & M. CO. 


INTEREST EARNED 





The Financial World 








@ KRESGE common stock now is selling on the basis of about 
$325 for the old stock outstanding November, 1921. ‘That 


fulfills the forecast made in these columns. 


@ Last year’s earnings for the common equaled $35.52 per 
share, as compared with $20.25 in 1921. Gross and net set 


new high records. 


@ This week’s stock dividend not a surprise; company’s 
expansion has been remarkable and earning power is un- 


usually high and consistent. 


A New 


Record 


for S. S. Kresge in 1922 


By Martin Wade 


RESGE growth in sales and earn- 
kK ing power has been constant since 

the company was incorporated in 
1912, and that is the yardstick by which 
its worth should be measured, when the 
stock is considered in terms of the invest- 
ment market. 

In 1912, the gross sales of the company 
totaled slightly above a modest $10,000,000. 
Last year, according to preliminary esti- 
mate, gross totaled more than six times 
the figure shown for 1912—establishing a 
high record in the history of the enter- 
prise. 

Last year’s net set a new high record. 
It was equal, after the preferred dividends, 
to $35.52 a share for the 182,282 shares 
outstanding. That net compared with 
$20.25 a share for the 161,102 shares out- 
standing in 1921, and $26.13 a share on the 
100,000 shares outstanding in 1920. 

In every way, Kresce has fulfilled the 
promise made for it in a four-part analysis 
published in THe FrnancraL Wortp in 
November, 1921. For example: in that 
analysis the writer stated that, if the mar- 
ket price for the stock were to reflect as 
it should the steadily improving earning 
power of the company, the market price, 
within a year or early in 1923, should go 
above $300 a share. 


Price Nearly Doubled 


At the time of that analysis, the stock 
was quoted at about $170 a share. At 
this writing, the price is the equivalent of 
about $325 a share for the old stock. Jn 
other words, the price, in a little more 
than a year, has nearly doubled. And, in 
the same period, the common dividend 
rate has been increased from 6 per cent 


for the old stock, to an annual rate of 7- 


per cent for the new stock. In Decem- 
ber of 1921, the common outstanding was 
increased by a 54 per cent stock dividend. 
This week another stock dividend was 
declared; a distribution of 33 1-3 per 
cent., and dividend rate raised to 8 per cent. 

The number of industrial enterprises, or 
merchandising undertakings, that can pre- 
sent a consistent record of liberal expan- 
sion out of surplus earnings, and a steadily 
increasing net profit per share, can be 
counted on the fingers of one’s hands. When 
the investor searches, therefore, for a se- 
curity that is as nearly ideal as possible, 
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his range of choice is limited, and few 
selections are comparable in that respect 
with KRESGE. 


Quite naturally, the yield at the current 








Fulfillment 
¥: an analysis of S. S. Kresge, in 
THE FINANCIAL Wor.p, in No- 
vember of 1921, the statement was 
made that: 

“If Kresge comes up to the 
writer’s expectations in the next 
year or so, a market price of better 
than $300 a share well may be anti- 
cipated.” 

The -quotation at that time was 
about $170 a share. 
Current quotation is equal to 
about $325 a share 
for the old stock. 

The common stock was increased 
December 31, 1921, by a 54 per cent 
stock dividend, and again this week 

by a 33 1/3 stock dividend. 




















market price is small. One does not find a 
high grade investment stock affording a 
high income rate. In fact it becomes nec- 
essary to pay a premium for safety and 
the other characteristics essential to in- 
vestment rating. 







A City of 
Kresge Stores 





The four years ended with December 
31, last, did not serve to make one parti- 
cularly enthusiastic for the average so- 
called industrial or specialty security. It, 
therefore, is worthy special mention that 
KRESGE has been a contrast to the general 
rule. 


Suppose we put the company to the 
test. 


In 1919, the company did a gross busi- 
ness. of $42,666,061, and a net of $2,280,201. 
There was charged for the year, to profit 
and loss surplus, $5,326,315. 

In 1920 sales totaled $51,245,311, and 
net totaled $2,753,506. The profit and loss 
surplus for the year stood at $7,339,822. 

In 1921 sales reached a total of $55,859,- 
011. Last year the total was $65,191,452. 
Net for 1921 was $3,402,033. For 1922 it 
was $6,616,417. And last year’s profit and 
loss surplus was $9,888,033. 


In the period under review, net for divi- 
dends nearly trebled, profit and loss sur- 
plus nearly doubled, and there was an 
increase of nearly 35 per cent in total sales. 

In 1912 the company had only 85 stores. 
In 1920 the business had grown to 188 
stores. By the end of 1921, 11 new stores 
had been added. In the analysis of 1921, 
which has been referred to, the writer re- 
marked that it was significant that more 
than eighty per cent of the earnings of the 
company had been turned back into the 
property. 

Reinvest Profits 


In other words, the expansion which in 
eleven years nearly quadrupled the number 
of stores as compared with 1912, was fin- 
anced almost entirely by the reinvestment 
of profits. Less than twenty per cent of 
the total amount involved in the expansion 
was publicly financed. Stockholders in 
1916 subscribed to $1,000,000 of new stock 
at par, and the company sold $3,000,000 
in notes in 1920, the latter having been 
redeemed last year. 


In 1912 the average profit of the 85 
stores then operated was $7,872. 

The average profit per store of the 212 
stores in operation last year was nearly 
five times the average per store in 1912 
—last year’s average being $35,738. And 
the latter figure compares with an average 
profit per store in 1919 of $19,916. 
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In 1912 the sales per store totaled an av- 
erage of $112,476. Last year the average 
sales per store totaled $307,507. And the 
average capitalization per store, at the close 
of 1921 was only $105,670. That means 
that last year’s average of sales per store 
was more than $200,000 per store above av- 
erage of capitalization. 

It is true that the yield on KrescE stock 
at the current market price is not very 
high. But the virtue of a stock, from the 
investment standpoint, does not lie entirely 
in the income return, or the dividend rate. 
The real measure of its value is its earn- 
ing power, demonstrated and prospective. 
The foregoing statistical review of KRESGE 
proves the high earning power back of it. 

The manner in which this company has 
been expanding its sales, and the high per 
share earning power of the stock, justify 
expectation belief that the newly established 
8 per cent dividend rate can be earned with 
a comfortable margin of safety. For that 
reason, one could not be accused of unrea- 
sonableness, or excessive optimsim, for 
looking forward to still higher price quota- 
tion. At the same time, as an out-and-out 
investment, whose dividend is amply pro- 
tected—last year’s net being five times the 
dividend requirements—the stock is at- 
tractive. Guenther’s Appraisal, for three 
months, has been forecasting the cutting of 
a melon and this week’s declaration of a 
33 1/3 per cent stock dividend is a strik- 
ing proof of the value of such an appraisal 
as an aid to determining the prospects for 
companies analyzed. 

KRESGE common is rated “A” by 


Guenther’s Independent Appraisal of Listed 
Stocks. O- 


Steel & Tube Weak 


Rating “B,” Guenther’s Appraisal 


The recent weakness of Steel & Tube 
is attributed to the effect of the announce- 
ment that merger terms call for its re- 
tirement at 110. The company is to be 
merged with Youngstown Sheet & Tube, 
and Briar Hill Steel. These plants control 
only a small percentage of the production 
in the districts in which they operate, and 
the proposal of consolidation has not been 
attacked so far by the Federal Trade Com- 
mission, so that the action of that body 
in connection with the Bethlehem merger 
could not be blamed for the weakness in 
Steel & Tube senior shares. 





4). 


Atlantic Gulf Breaks 


Rating “D,” Guenther’s Appraisal 


A bad break occurred in Atlantic Gulf 
stock when the price descended to very 
close to its low for all time. The annual 
report for last year is blamed for the re- 
cession in the price, as it is expected that 
it will show nothing for the stock after 
interest on the collateral 5 per cent bonds 
and on the underlying securities. It is 
also believed that Atlantic Gulf still owes 
the government a large sum of money on 
back taxes, which amount runs into mil- 
lions of dollars. It is admitted that the 
outlook for the current year is better than 
it was 12 months ago, but this does not 
hold out any great inducement to traders 
to purchase at the present time. 
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« New company, backed by powerful interests. Stock quickly 





subscribed among prominent shareholders of the U. S. 
CAST IRON PIPE & FOUNDRY. 


€ Controls patents which are claimed will revolutionize pipe 


making in this country. 


First year’s profits estimated 


around 21 per cent for stock. 


@ Ultimately as high as 100 per cent profits are anticipated. 
Officials of the company are enthusiastic regarding the 
outlook for the enterprise. Mr. Gates describes the change 


in the company’s status. 


A Study of 
Centrifugal Cast Iron Prospect 


By Landon C. Gates 


F the more recent flotations, CENn- 
‘@) TRIFUGAL CAstT Iron Pipe proba- 

bly has had as enthusiastic a fol- 
lowing as any. When the stock was of- 
fered at $10 a share it was oversubscribed 
within a few hours, principally by the 
shareholders of the U. S. Cast Iron Pipe 
& Foundry Co., with which the new com- 
pany will be closely affiliated, the latter 
having secured the exclusive rights to 
manufacture the new iron pipe the patents 
for which are controlled by the new com- 
pany. 

On the basis of the subscription price 
of $10 a share a valuation is placed on 
the outstanding capital of the CENTRIFU- 
GAL Cast Iron Pipe of 138,060 shares, 
without par value, of $1,380,060 and on 
the authorized capital of 187,500 shares, of 
$1,870,500. This common stock is pre- 
ceeded by 5,970 preferred stock, with a 
par value of $20 a share, or $119,490. The 
authorized preferred amounts to 12,500 
shores or $250,000. 


No Funded Debt 


There is no funded debt. The au- 
thorized capital is small enough and very 
conservative even though only one-fourth 
of the estimated profits should be real- 
ized. Why the capital is so small has a 
logical explanation. Under the company’s 
present plan of operation it is at no ex- 
pense in its business other than that, of 
maintaining a small office staff to keep 
record of the royalties due from the les- 
sees of its patents. Here in the United 
States it has arranged to do its business 
through the U. S. Cast Iron Pipe, the 
largest concern of its character in the 
country, a connection that should estab- 
lish a considerable earning power if the 
new process of making pipe measures up 
to the expectations of the bankers, who 
have financed the project. 

Another decided advantage is found in 
the arrangement entered into between the 
CENTRIFUGAL and the U. S. Cast Iron, 
and that is the royalties are to be paid on 
the sales and not on net profits, so that 


an income is assured from the very start. 


It is said for this new process of mak- 
ing pipe by the Lavaud method that the 
tensile strength is doubled; the longevity 
of the pipe extended considerably and the 
cost of making pipe is reduced by one- 
half. Those are all salient advantages 
so important as to suggest a complete rev- 
olution in the industry, and should beget 
considerable profit to the owners of the 
patent process as soon as the new pipe 
secures a firm hold. 


There is a great quantity of pipe laid 
in this country annually. Municipalities 
themselves are the principal customers. 
In addition, such industries as gas and 
electrical companies, that must use con- 
duits to carry their products to their cus- 
tomers, also are large buyers of pipe. 
The new pipe is said to overcome the gas 
pressure in the oil fields which would 
open to it another big market. 


Confidence Evident 


The great confidence in this new pipe 
is indicated by the presence of the prom- 
inent officials of the U. S. Cast Iron Pipe 
among the officers and directors of CEN- 
TRIFUGAL Cast IRoN Piper. They are fa- 
miliar with the nature of the business 
and should be in a position to gauge the 
future of the newcomer in their field. 
The directory of the CENTRIFUGAL PIPE 
makes it appear as if it were an adopted 
child of U. S. Cast Iron Pipe. 


Figuring on the estimated royalties of 
$300,000 based on the existing installations, 
and with four machines operating for the 
year, the present outstanding stock should 
earn a net per annum of over 21 per cent 
and, in the event that the sales of pipe 
with the installation of further machines 
results in sales increase as anticipated, 
the net earnings might go as high as 
$1,200,000, or nearly 100 per cent upon 
the present capital. With such prospects 
ahead we are not surprised to find the 
backers of the company so enthusiastic 
about their enterprise and its future. 
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“A High Yield Utility Stock 


Prices of public utility securities have made such remarkable advances dur- 
ing the last few years that the opportunity for obtaining high returns, particu- 
larly on sound issues of power companies are decidedly rare. An opporiunity 
of this character, however, is represented by the 6 per cent dividend paying 
preferred stock of Commonwealth Power Corporation selling at present 
around $69 a share, at which price the annual return is nearly 9 per cent. 


poration was formed in May, 1922, 

but is new in name only as it con- 
trols and operates five successful compan- 
ies which for many years have been en- 
gaged principally in the production and 
sale of electricity for light and power and 
gas as fuel. One or more of these classes 
of public service are rendered to over 
160 growing communities having a com- 
bined population of more than 1,150,000 
located in Michigan, Illinois, Indiana and 
Ohio. Among the principal cities served 
are Grand Rapids, Battle Creek, Kala- 
mazoo, Flint, Jackson, Saginaw, Bay City, 
Lansing and Pontiac, Michigan, Peoria and 
Springfield, Illinois, Evansville, Indiana 
and Springfield, Ohio. 

Some idea of the size of the Common- 
wealth’s utility system is indicated by the 
number and capacity of the plants operated 
and a brief description of the other facili- 
ties employed. At present the Company 
has 33 electric power plants with installed 
generating capacity of 302,100 horsepower, 
100,500 of which is located in 20 water- 
power plants and the remainder in 13 
central steam stations. The power is 
carried over 1,510 miles of high-tension 
transmission lines, ranging up to 140,000 
volts, and 10,600 miles of distributing lines 
serving more than 203,000 customers. 


ST ee ep Power Cor- 


Gas Properties 


The gas properties include 11 manufac- 
turing plants and 33 storage holders, the 
former having a rated capacity of 29,- 
420,000 cubic feet. Gas is distributed prin- 
cipally as fuel for domestic and commer- 
cial purposes through pipe systems of 
1,050 miles in extent to more than 108,- 
000 customers. 


The Company’s other properties include 
11 heating plants, 1 water plant, street rail- 
way systems in Springfield, Illinois and 
Evansville, Indiana; an interurban line 
from Evansville to Patoka, Indiana, and 
coal properties in West Virginia, Ken- 
tucky and Illinois with an annual produc- 
tion in excess of 800,000 tons. Despite 


these facilities for handling a large volume 
of business, demands for service have 
grown so rapidly that extensive additions 
are being made to the Company’s electric 
and gas properties and others are being 
considered. The chief problem therefore, 
is not to secure new business but to pro- 
vide sufficient facilities to meet prevailing 
requirements of the public. 


In Strong Position 


According to a recent statement, Com- 
monwealth Power Corporation and its 
operating companies are in a strong fi- 
nancial position, the ratio of combined cur- 
rent assets to current liabilities being in 
excess of 2% to 1 with no floating indebt- 
edness other than current accounts not 
due. Another favorable feature of im- 
portance is the ability of the constituent 
companies to independently provide for 
most of their financing requirements with- 
out calling upon the parent concern for 
capital advances. Thus the greater part 
of the income derived by Commonwealth 
Power Corporation from its security hold- 
ings, is made available for its own cor- 
porate purposes, including the payment of 
dividends. 

More than two-thirds of the company’s 
gross earnings is contributed by the Elec- 
tric Department, the business being divided 
about evenly between light and power. 
The Gas Department contributes approxi- 
mately one-fourth of total earnings while 
the balance is derived from the electric 
railways, heating and water departments. 
These proportions are significant when it 
is realized that of all the above services, 
the Electric Department represents the 
most rapidly growing branch of the busi- 
ness. 

For the twelve months ended November 
30, 1922, combined earnings after allow- 
ance for interest and other fixed charges, 
amounted to $3,869,276, an’ amount equal 
to $16.12 per share on the preferred stock, 
which is the only class of the Corporation’s 
stock now held by the public. In common 
with other public utilities, earnings of the 
properties suffered during the trying busi- 














Commonwealth Power Corporation 





Earnings: Division of Gross Earnings 
IE aisicsiitek $2,091,199 pe ee $15,936,209 68.2 
an 1,749,025 Gas 5,818,992 24.8 
ee 3,236,074 Railway, ete. ............ 1,636,887 7 
peew. 2088 ........... 3,869,276 
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ness conditions of a few years ago, but a 


very substantial improvement has been 
made since that time. Figures for the 
calendar year 1922 are not yet available, 
but it is understood that they will run 
close to $17.00 a share on the preferred 
stock, 


Earnings for 1923 should show a very 
substantial increase over 1922 as aside 
from the additional income available from 
coal properties, operations during the 
present year will reflect the larger capacity 
for furnishing gas and electric service pro- 
vided by new construction. Business is 
flourishing in the various territories served 
and Commonwealth Power Corporation 
should benefit considerably by these con- 
ditions. Last, but not least, a feeling of 
good will exists between the various oper- 
ating companies and the public they serve. 
_In view of the favorable conditions af- 
fecting the company, its strong financial 
position and excellent earnings, the pre- 
ferred stock paying 6 per cent dividends 
is warranted in selling at higher levels. 
At $75 a share the return of 8 per cent 
would still be high. About the only ap- 
parent reason for the preferred now sell- 
ing around $69 is the unfamiliarity of in- 
vestors in general with the actual merits 
of the issue but as these become more 
widely known, the shares should command 
higher prices, contingent, of course, upon 
the trend of the general securities market. 


L. 


Royal Dutch New Low 


Rating “B,”’ Guenther’s Appraisal 

A new low for the year was reached 
this week by Royal Dutch as another 
lap in the downward movement, which 
began when the company closed its Mexi- 
can refinery because of heavy losses sus- 
tained there. Another factor which con- 
tributed to the weakness of the shares 
was the threat of increased taxes in Dutch 
East Indies, where the company has ex- 
tensive operations. 
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Pere Marquette Earnings 


Common Rated “B,’ Guenther’s Appraisal 
It is now felt that the common stock of 
Pere Marquette is not very far from 
dividends. The condensed statement of 
earnings of the road for last year show 
that there was a balance after all charges 
and deductions equal to $7.03 on the com- 
mon shares. If the road could make such 
a good showing as that, despite the difficul- 
ties which were encountered in common 
with other roads, then the earning power 
of the stock should be considered as fairly 
well demonstrated and stabilized. In a 
recent issue of THE FINANCIAL WorLD an 
analysis of the road concluded with the 
statement that the common stock probably 
would show for last year in excess of $6 
a share earned. The junior stock has 
been recommended as a long pull specula- 
tive proposition possessing unusual at- 
tractiveness. The prospect for a common 
dividend this year seems decidedly en- 
couraging, and a payment of # is being 
estimated as the probable declaration. 
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These reviews written as of Friday immediately preceding date of this issue. 
The ratings used in this department are taken from Guenther’s Independent Appraisal of Listed Stocks 





Industrials 





American Loco.— 
Rating “A” 


The strength in the railroad group was 
not carried into the equipment shares this 
week, but it is timely to draw attention 
to the status of American Loco which be- 
gan this year with a heavy volume of 
bookings, Profits will not begin to show 
up in the income statements until the last 
half of the year, but new orders being 
received indicate that the company will 
be able to keep its plants running at near 
capacity during 1923. As a long-pull prop- 
osition, and particularly in view of the 
strong cash position of American Loco, 
the stock offers attractive opportunities 
for the long pull. 


American Smelting— 
Rating “B” 


Earnings of nearly $5 a share on the 
common stock last year compared with a 
larger deficit in the previous year, has 
served to stimulate buying of American 
Smelting recently. The operations of 
1922 were so satisfactory that the Street 
is looking forward to the establishment 
of a $4 dividend on the common in the 
near future. It is believed that domestic 
business in copper is unusually large, and 
considerably more than in pre-War times, 
which is having a good effect upon the 
earnings of Smelting. The stock in our 
opinion is entitled to favorable considera- 
tion at this time. 


Associated Dry Goods— 
Rating “A” 


Exceptionally strong earnings are be- 
ing reported by Associated Dry Goods, 
and it is believed that the 1922 statement 
will show something like $14 a share 
earned, which will be a record. Long dis- 
tance traders are looking forward to this 
stock being placed on a regular $6 basis, 
with a substantial extra payment, and for 
this reason the stock is being bought to 
be locked away for a time. 


Bayuk Brothers— 
Rating “B” 


A sharp break in the preferred stock of 
Bayuk Brothers this week was a cause of 
anxiety, but the explanation was offered 
that a plan recently reported includes a 
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proposal to retire this issue, and to create 
approximately $5,000,000 in new 7 per cent 
first preferred stock. At present there is 
slightly more than $800,000 in 8 per cent 
preferred outstanding. 


Cloak & Suit— 
Rating “B” 


Sales for the second six months of last 
year were $24,000,000 as compared with 
$17,000,000 for the same period of 1921, 
which makes National Cloak & Suit par- 
ticularly interesting at this time. The re- 
tail trade undoubtedly is enjoying a pe- 
riod of prosperity. During January the 
dollar value of goods sold by companies 
like National Cloak & Suit was unusu- 
ally large, and December sales were 5 per 
cent above the same month of a year ago. 


Guantanamo Sugar— 
Rating “B” 


The plausibility of the current discus- 
sion of dividend resumption possibilities 
for Guantanamo Sugar has served to 
prompt a change in the rating of the stock 
in Guenther’s Appraisal from “C”’ to “B.” 
It is estimated that earnings this season 
will amount to approximately $2 a share. 
In the past five years the company has 
managed to average $1.77 a share for its 
common stock, so that the current esti- 
mate evidences considerable improvement. 


National Enameling— 
Rating “4” 

Confidence in the outlook for National 
Enameling seems to be fairly well estab- 
lished. It is believed that the net for 
last year will work out at about $8.50 
a share on the common stock. The 
largest portion of 1922 earnings were 
made in the last six months. The com- 
pany has undertaken some fairly elab- 
orate additions to plants, which will 
mean a substantial increase in rolling 
capacity. It is believed that this year 
Enameling will be able to make a very 
satisfactory showing indeed. 


Reynolds Tobacco— 
Rating “A” 


The highest price for the year was 
reached this week by Reynolds Tobacco 
“B” shares as a result of the unusually 
strong asset position shown by the com- 
pany in its 1922 balance sheet. It is now 


believed that the dividend rate will be in- 
creased in the not distant future from the 
present $3 to at least $4 a year basis. 
The ratio of the company’s current net 
quick assets to current liabilities is over 
15 to one, which is a very favorable posi- 
tion and justifies confidence in the stock. 


Studebaker— 
Rating “A” 


The consistently optimistic had looked 
forward to something besides the reg- 
ular dividend distribution by Studebaker 
this week, but when the directors met 
and took action only on the regular pay- 
ment, there was no great disappoint- 
ment. The company did not give out 
any statement as to its final quarter earn- 
ings, but estimates of last year’s net 
places the figure at something like $23 
a share on the stock now outstanding, 
and about $29 a share on the amount 
outstanding before the distribution of 
the 25 per cent common stock dividend 
in December. Current quarter ship- 
ments, it is estimated, should yield profits 
in the neighborhood of $6.75 a share on 
the amount of common now outstand- 
ing. 


United Retail Stores— 
Rating “C” 


A sharp decline in United Retail 
Stores followed the publication of a defi- 
cit of nearly $200,000 after dividends. 
The surplus of the company also de- 
clined to below $2,000,000 as a result 
of the deficit, and a substantial loss on 
securities sold. The selling of Tobacco 
Products was more or less influenced by 
the action of the metal. Because of the 
unsatisfactory earnings, Guenther’s Ap- 
praisal has reduced the rating of United 
Retail from B to C. 


White Motors— 
Rating “B” 


The movement in White Motors this 
week doubtlessly was influenced to some 
extent by the activity in buying of Mack 
Trucks. However, White Motors is ex- 
pected to show a very favorable earnings 
statement for 1922. Business of the com- 
pany in the past several months has been 
stimulated by growing demand for heavy 
trucks, and the outlook is said to be en- 
couraging. 
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Railroads 





Baltimore & Ohio— 
Rating “C” 


The earnings statement of Baltimore & 
Ohio for the month of December was a 
rather remarkable one, showing as it did 
that the road has most of its troubles be- 
hind it and is doing a record business. 
The favorableness of the statement en- 
abled the speculative interests to arouse 
enthusiasm for the stock, and it was 
easily a leader in its group. The street 
now is more inclined than previously to 
look for something in the way of divi- 
dend action on the common stock in the 
spring. 


Lehigh Valley— 
Rating “A” 


There seems to be available no good 
and sufficient reason for the fact that 
Lehigh Valley lagged behind the rest of 
the market during the activity in rails 
this week, as the company showed a sub- 
stantial increase in net operating income 
for December and all of the statistics in- 
dicate that the company has been making 
a gradual but material recovery since the 
strike. 


New York Central— 
Rating “A” 


It is currently estimated that approx- 
imately $20,000,000 will be available for 
dividends for New York Central for last 
year, according to preliminary estimate of 
the showing in the annual report for 1922. 
Such an amount would be equal to about 
$7.45 a share on the stock outstanding at 
the close of 1922. Such a showing would 
be very good in view of the fact that capi- 
tal stock was increased as compared with 
1921 as a result of the exchange of Cen- 
tral shares for minority holdings of Big 
Four. New York Central this week was 
one of the favored rails during activity in 
the group. 


Rock Island— 
Rating “B” 


Selling of Rock Island stocks was 
attributed to results of the receipt of the 
December earnings report, which it was 
pointed out was unfavorable in the light 
of improvement scored by roads like 
St. Paul and Baltimore & Ohio. The 
excuse seems to be a flimsy one, par- 
ticularly when used as an excuse for 
selling of the preferred stocks of this 
road. 


Rating “C” 

According to officials of the St. Paul 
system the company has enough business 
actually in sight to keep its capacity go- 
ing for the next six months. The De- 
cember net operating income of the road 
was $1,130,000 or an increase over the 
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same month of 1921, but what is more 
striking than even that remarkable show- 
ing is that December of 1922 made the 
best record for the month of any year 
since 1912. The preferred stock was 
especially strong in the fore part of the 
week, which serves to call attention to 
the recommendation a few weeks ago in 
the Railroad Field Department of THe 
FINANCIAL Wortp, that it would pay to 
watch the senior shares of St. Paul. 


Southern Pacific— 
Rating “A” 
The stimulating effect of generally fa- 
vorable showings by different railroads in 
the month of December was _ noticeable 








Rating Changes 


Subscribers should revise ratings 
according to the following changes 
in order to bring their Guenther’s 
Appraisal ratings up-to-date: 


Allied Chemical. ........ From A to B 
Amer. Safety Razor....From C to B 
Amer. Water Works From C to B 
Assoc. Dry Goods....From B to A 
Auto Sales, pfd............ From B to C 
Ass. Dry Gds., Ist pfd. From B to A 
Bethlehem Steel .......... From A to B 
Cluett Peabody, pfd...From B to A 
Famous Players, pfd. .From A to B 
Fisk Rubber, 2d pfd....From D to C 
Guantanamo Sugar .....Form C to B 
Int. Mer. Marine........ From C to D 
Montg’ry Ward, pfd From C to B 
Moon Motor, pfd........ From C to B 
Ohio Fuel Oil ..........From C to B 
Phillips Jones .............. From C to B 
Pierce Arrow, pfd........ From D to C 
Pond Creek Coal........ From B to A 
Pressed Steel, pfd.....From A to B 
U. S. Hoffman ........... From C to B 
U. S. Cast Iron, pfd....From C to B 
United Retail Stores From B to C 
Studebaker .................... From A to B 




















in the case of Southern, Pacific this week, 
and at last it seems that the Street is be- 
ginning to realize that such a stock as 
this one has been under accumulation, and 
that the railroad group as a whole is 
about to spring into a forward movement. 
Southern Pacific appears to be in a strong 
position in anticipation of any such de- 
velopment. 


Southern Railway— 
Rating “¢" 


Leading houses interested in railroad 
securities are speaking favorably of 
Southern Railway and assert that it is 
destined to be one of the leaders of the 
low-priced group very shortly. It is 
known that the road has been prospering 
and will prosper considerably more later 
on as a result of the increased prosperity 
of the South, the cotton crops having a 
market value of three or four times the 
market value of 1921. Financial interests 


in Southern states have been heavy buy- 
ers of this company’s stock in the past 
several weeks, and the outlook seems to 
be encouraging. 


Union Pacific— 
Rating “A” 

New high ground was entered by, Union 
Pacific around mid-week on active buy- 
ing. The December statement of the 
company was very satisfactory, showing 
an increase in net operating income of 
over one million dollars, as well as a 
gain in gross of nearly $2,000,000. The 
buying of the stock was of an invest- 
ment character. 





Public Utilities 





Brooklyn Union Gas— 
Rating “B” 


The new high level reached by Brook- 
lyn Union Gas this week was a reflec- 
tion of the record earnings of the com- 
pany for last year, which are estimated 
in preliminary report at $25 a share. 
The stock pays $8 annually, and in view 
of the demonstrated earning power there 
is justification for stockholders looking 
forward to an increase in disbursements. 
Officials are not inclined to discuss this 
matter, declining either to affirm or 
deny. The stock on its own merits, 
without giving consideration to thoughts 
of increased participation in profits ap- 
pears to be in an attractive investment 
position. 


Peoples Gas— 
Rating “A” 

It is believed that favorable dividend 
action will be taken by the directors of 
Peoples Gas at their meeting on February 
10th, and that there will either be an in- 
crease in the dividend rate from $6 to $7 
or an extra distribution. In view of this 
prospect, the stock is favorably regarded. 





Steel 





Bethlehem Steel— 
Rating “B” 

The weakness which became apparent 
in Bethlehem Steel of course was a di- 
rect result of the argument of the Fed- 
eral Trade Commission that the proposal 
to merge the company with Lackawanna 
and Midvale would stifle competition. 
The head of Bethlehem and other au- 
thorities in the industry assert that con- 
tention of the commission is without foun- 
dation, and that the proposed merger 
would not be in restraint of trade. It may 
be mentioned that Bethlehem’s statement 
for last year was rather more satisfactory 
than had been expected. Meanwhile it 
is estimated that the work of combining 
the companies will continue, despite the 
obstacles which the Trade Commission 
is endeavoring to raise. 
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By THE OBSERVER 


It is not an exaggeration to say that 

Public nine out of ten bankruptcies among 

Stock stock brokers are caused by their 

Brokers own individual speculations, or 

through the outside promotions 

they engage in. If they embarked upon these uncer- 

tain seas of their business, with their own capital, 

there could be no criticism, for a person is privileged 
to do whatever he wants with his own money. 


But, when‘a broker invites the patronage of the pub- 
lic in securities dealt in on the Exchange of which 
he is a member, it not only is dangerous, but unethical 
to jeopardize the funds of his clients by personal spec- 
ulative operations. 

The relation of a broker to his customer is similar 
to that of the banker to his depositor, except that, in 
the latter’s case, the State takes it upon itself to see 
that he does not speculate with the funds of deposi- 
tors. Why should not the same rule hold with the 
stock broker ? 


It is possible for the Governors of the New York 
Stock Exchange to enforce a rule that any member 
who invites the accounts of the public confine his opera- 
tions exclusively to a commission business. This leaves 
entirely to the members the question as to the nature 
of the business they wish to conduct. 


Such a rule would divide the class of brokers. One 
class could operate on its own individual account, or 
forra group, in whose speculative operations they could 
share because of the general knowledge that this is 
being done. The other class to be known as public 
brokers, could find enough profit in their business 
from the commissions received from their clients to 
make it worth while. 


If this were done it would be surprising to what 


extent failures could be reduced in the brokerage busi- 
ness. 


FraNK A. VANDERLIP’s diagnosis 

State of the European situation strikes at 

of the very root of her trouble. He 

Mind declares that what is ailing her is 

her state of mind. He is not far 

wrong, for Europe could be well along the road to 

recuperation could she eradicate from her system the 

distrust and hatred bred by the war and intensified 
since the war ended. 


With Europe it is a case of too much suspicion all 
around. France suspects Germany; England suspects 
France; Turkey suspects all the Allies; we prefer iso- 
lation because we suspect that Europe wants us to 


draw her chestnuts out of the fire, and the whole 
world is suspicious that Russia seeks to force Bol- 
shevism on it. No one trusts another. In the mean- 
time, Europe and her civilization totters on the edge 
of a precipice. 

As long as hate and fear rule her, Europe cannot be 
saved. Relief can come to her only through freedom of 
commercial intercourse, as Mr. VANDERLIP points out. 
And that can be provided only by means of mutual 
sympathy and understanding. 


Give such a constructive policy an opportunity to 
work, but for a brief period, and it would not take 
long for recuperation to set in. With trade comes 
comfort, and the ambition to work, under the influence 
of which the sores brought by the war would gradually 
heal. However, this thought finds no place in the 
minds of European statesmen. 


If they could be induced to hand over their jobs for 
a few months to the commercial interests of their re- 
spective countries it would not take them long to settle 
upon a financial policy that would result in the salva- 
tion of Europe. 

Let Europe invite VANDERLIP, Gary, BaArucH, 
Hoover and men of their type, to sit at her council 
table and proffer suggestion and she would be certain 
to find a way to the road to recuperation and pros- 
perity. 


Necessity for economy has ceased 

Secondary to exist. That statement is not a 

Inflation guess. It is borne out by visible 

Period facts. The buyers’ strike is over, 

proof of which we had in the un- 

usual holiday buying. Within the last six months the 

purchasing power of the dollar has decreased, which 

is but another sign that we have entered upon a sec- 
ondary period of inflation. 

Another period of inflation would prove injurious, 
provided the price level of commodities, and the cost 
of labor, did not mount too high. Inflation would re- 
sult in far less suffering than would further deflation, 
as the latter would bring about loss of employment and 
the destruction of buying power. 


That economic truth was well illustrated by ReEc- 
INALD McKenna, the former Chancellor of the Ex- 
chequer, who declared, at the meeting of the share- 
holders of the Lonpon Jornt City AND MIDLAND 
BANK, of which he is chairman, that, if Great Britain 
were to go back to the pre-war values, no Chancellor 
could balance his budget because of the necessity for 
high taxes to meet Governmental obligations. 





Much the same situation prevails with us. Our 
national taxes are not far below their level during the 
war. In the final wash they must come out of the 
consumer. As long as this condition prevails the tend- 
ency of trade is towards inflation and not deflation, 
only, with us, it is somewhat more intensified by the 


limited supply of our labor in face of a decided re- 
sumption in business activities. 


How long this secondary period of inflation will run 
largely depends upon Europe. Should she find an 
avenue of recuperation, it would require several years 
to fully complete the process. 


Young men of furrowed brows and 

Glasses tortoise-shell rimmed glasses may 

or ponder over the problem of whether 

Muscles? __ it is worth while burning midnight 

oil in quest of learning when finan- 

cial reward appears so much easier to secure through 
developing one’s muscles. 


Has not Jack Dempsey proved it? The heavy- 
weight champion has not spent much time over books 
other than a check book. But he will not jump into 
a squared ring for only a few rounds unless guaran- 
teed several hundred thousands of dollars. 


Instead of learning how to wear glasses like a genius 
this artist in the delivery of the solar plexus blow has 
schooled himself in learning how to use his fists to 
get the dollars. This he has done so well that pro- 
moters of prize fights are willing to pay him a cold 
million for just four bouts. 


Budding genius may exclaim, “Pshaw, a prize- 
fighter! What a profession!” Not having imbibed 
the wine of knowledge such sneering at his profession 
will not disconcert man-eating Dempsey. As long as 
he can ride around in his own limousine and employ 
a manicurist to dig out from under his finger nail the 
claret he has drawn from another man’s nose he cares 
little what the intelligentsia think of him. 


Then, too, he is aware that, in the crowd that comes 
to see him fight, there always is a considerable sprink- 
ling of tortoise-shelled glasses and dress shirts, which 
fact merely proves to him that no matter how much 
grey matter is incased in the human skull there al- 
ways is a little of the cave-man mixed up with it. 


Were this not true he would still be wielding a pick 
in the coal mines. It is the willingness of the wearers 
of tortoise-shelled glasses to pay big money that has 
millionized muscle and brawn. So don’t blame it on 
another’s foolishness. 


Whenever public prosecutors ex- 

Actions press a determination in the news- 

Not papers to track down financial fraud, 

Words wherever they pick up the trail, the 

unprotected heave a sigh of relief, 

and walk about less timidly, for have they not been 

told that, henceforth, constant vigil is to be kept over 
their steps to save them from falling into traps. 





But, with the criminal element, the feeling is differ- 
ent. Many times before it has heard these same kind 
of barks. But never has it felt the bite. Consequently, 
it is not a bit frightened over the threats of reprisals. 
in the newspapers, until it really sees the prosecutors 
in action. 

Here in New York, time and again, word has gone 
forth that the authorities are planning crusades to 
crush out financial frauds. Still the frauds flourish 
like green bay trees, concrete evidence of which we 
have in the growing estimates of the annual losses to 


investors, for which fraudulent promotion is held 
responsible. 


Occasionally, Governors of the State join in the 
battle against the common foe of legitimate finance. 
The effort that Governor HuGHEs made to purify New 
York is well remembered. Yet, fourteen years after- 
wards, there were more bucket shops in operation in 
New York than at any time previously. And other 
financial fakes were more numerous then ever. 


Now Governor SMITH’s militant Attorney General, 
and our no less vigorous District Attorney, JozEL BAN- 
TON, announce they have their fighting togs on. So the 
crook must beware. We wish them better success 
than their predecessors had. This they will have if 
they send a bunch of crooks to prison, for that will be 
the sort of action that will prove to them that, for 
their own comfort, it would be advisable to give New 
York City and the State a wide berth. 


When Durant offered to buy con- 
trol of FisHerR Bopy CorpPoraTION 


Durant’s 
Supposed on the basis of $200 a share, some 
Gesture of the New York newspapers con- 


strued it as but a gesture, intimat- 
ing that, if he were called upon to make good, he could 
not raise the $200,000,000 which such a purchase 
would involve. 


But, to our mind, it is immaterial whether DurANT 
simply was gesturing, or was sincere. What, to us, 
seems the most dangerous feature of his operations 
with the funds of his following is their speculative 
character. 


He is turning investors into gamblers, more or less, 
when he undertakes to interest them in securities out- 
side of his own enterprises as he did in the case of 
FIsHER Bopy stock, the control of which he could not 
secure. 


If his method is any more ethical than the average 
blind pool in Wall Street then there might as well be 
invited back again all the discretionary operators who 
have been banished because they were considered a 
menace to public interest. ° 


DuranT has all he can do to make a success for 
the 200,000 investors who have put their money into 
his many automobile enterprises, without attempting 
to show the world that he is a wonderful stock mar- 
ket operator. 


For that matter any one could try to do what he 
has attempted with other people’s money. 




















IN THE RAILROAD FIELD 


By Warren Lorimer 














@ Increased car loadings during 1922 are conclusive evidence 
of the improved efficiency of the railroads, the results of 
which cannot mean anything but improvement in earning 


power. 


@ Unofficial estimates of /ast year’s net earnings tend to refute 
the pessimistic utterances which have been made regarding 
the earning power of the roads under the new conditions now 


prevailing. 


« NEw READING plan has been filed with the UNITED STATES 
DISTRICT COURT; some roads in December showed earnings 
ahead of earnings for that month in years. 


NE encouraging feature of the re- 
() ports of the railroads as to opera- 

tions ,in the past year has been 
the steady improvement in efficiency which 
has been evidenced by increase in average 
car loadings. We hear a great deal about 
the need of the carriers for rolling stock. 
That may be true, is true to a great ex- 
tent. While the industrial plants of the 
country were, expanded during the war 
and subsequently, the railroads virtually 
stood still. They handled previously un- 
equalled volume of freight, with very 
little addition to plant. The needs of the 
country for transportation facilities have 
been growing, and are growing, and it is 
to be expected that it will become neces- 
sary to add substantially to the plant in 
public service. 


But it is to be conceded that, if a given 
railroad finds it impossible to purchase 
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rolling stock it can make up for its needs, 
to a marked degree, by increasing the 
efficiency of its operations. It can in- 
crease the average loadings of freight 
per car—make the same rolling stock do 
more work. 


The railroads in the past few months 
have ordered many thousands new freight 
cars and locomotives. But at the same 
time they have been getting more out of 
existing equipment. Where, for example, 
they bought ten locomotives last year as 
compared to fifteen previously, they 
bought larger tractive power. . 


According to the statistics of the rail- 
roads’ publicity staff, the average load- 
ings per car of freight last November 
was 28.2 tons, which was higher than any 
previous month in the year, with the ex- 
ception of February, and also was higher 
than the average for the same month in 
the previous five years. 


The following. is interesting as proof 
of improvement in efficiency which, of 
course, paves the way for improvement 
in net earnings, as the more tons per 
loaded car a road can carry means just 
so much more actual revenue. 

The average loadings per car for the 
preceding months last year are as fol- 
lows: 

















Tons 

Month. Per Car. 
ET OL ER PET ON 27.6 
SA a LEAT Fn 28.2 
March 27.8 
April 24.4 
May 25.0 
June 25.4 
a ee PENT LSE T 25.0 
I cha ilatdisiisiits 26.3 
REE TL RE I 27.3 
RODD. cust spisceliistntinniiasiettadikamasdikaaace 27.7 
Le TCE 28.2 


The average daily loadings of cars in 
November, according to districts, was 
highest in the Eastern district, which was 
31.2 tons; in the Western district the 


average was 25.5 tons, and in the South- 
ern district 26.3 tons. 


5  * * 


OST of the unofficial 1922 earnings 

reports of the railroads again refute 
the pessimists. Here are some of the out- 
standing examples, which should be care- 
fully noted by investors who are desirous 
of making the best of what opportunities 
now are available in the stock market: 


Atlantic Coast Line, $16.30 a share, 
against $2.60 in 1921; Baltimore and Ohio, 
$3.89 a share, against $2.60; Canadian 
Pacific, $12.33, against $11.52; Central 
Railroad of New Jersey, $17.33, against 
$9.50; Chicago and Eastern Illinois, $4.07 
on preferred; St. Paul deficit of $2,800,- 
000, against $10,962,000 deficit in 1921; 
Chicago and Northwestern, $5.22 a share, - 
against nothing; Delaware and Hudson, 
$2.14, against $11.61; Great Northern, 
$4.90, against nothing; Lehigh Valley, 
$3.83, against $8.30; St. Louis and South- 
western, $7.60, against $9.16; Norfolk and 
Western, $10.90, against $7.51; Norfolk 
Southern, 8 cents, against nothing; Onta- 
rio and Western, deficit of 72 cents a 
share; Pere Marquette, $6.62, against 
$5.74; St. Louis and San Francisco, $1.42, 
against $5.49; Delaware, Lackawanna 
and Western, $8.62, against $16.17. 


* * * 


New Reading Plan Filed 


The second modified plan for the dis- 
solution of the combination maintained 
through the Reading Company, which was 
declared illegal by the United States Su- 
preme Court in April, 1920, was filed in 
the United States District Court this 
week, 

‘It provides for dividing the liability of 
the Reading Company, the holding cor- 
poration of all of the Reading’s interests, 
with the Philadelphia and Reading Coal 
and Iron Company in the proportion of 
two-thirds to the holding company and 
one-third to the coal company. 

The stock of the Reading Iron Com- 
pany is to be transferred from the Read- 
ing Company to the Philadelphia and 
Reading Coal and Iron Company for $8,- 
000,000, the iron company first to pay $6,- 
000,000 from its surplus assets to the 
holding company. 

Judge J. Whitaker Thompson in the 
Federal Court, after the second plan was 
filed, fixed February 20 as the final day 
on which objections can be filed to the 
plan. 


A statement issued by counsel for the 
Reading, embodying the changes from 
those in the first plan, said: 


“The plan contemplates dividing the 
liability of the Reading Company (with 
which will be merged the Philadelphia & 
Reading Railway Company) and _ the 
Philadelphia and Reading Coal and Iron 
Company on the $94,627,000 joint general 
mortgage bonds outstanding, in the pro- 
portion of two-thirds to the Reading com- 
pany and one-third to the coal company. 


“In pursuance of an intimation contained 
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in the decision of the Supreme Court, the 
plan further contemplates transferring 
the equity in the stock of the Reading Iron 
Company, subject to the general mort- 
gage from the Reading Company to the 
Philadelphia and Reading Coal and Iron 
Company for the sum of $8,000,000 to be 
paid by the latter to the former, the iron 
company having first paid a dividend of 
$6,000,000 out of surplus assets to the 
Reading Company. 

“The plan now submitted does not dif- 
fer in any other material respect from that 
which was approved by the District Court 
in June, 1921. The right of both pre- 
ferred and common stockholders of the 
Reading Company to purchase certificates 
of interest in 1,400,000 shares of no-par 
stock of the new coal company is un- 
changed. Such 1,400,000 shares will be 
sold to Reading stockholders for $4 a 
share. As there are 2,800,000 shares of 
Reading stock, this means a payment of 
$2 per share of Reading stock outstanding. 

“The plan is accompanied by a supple- 
ment offering to the holders of the general 
mortgage bonds the privilege of receiving 
in exchange for each $1,000 principal 
amount of bonds surrendered: 

“One hundred dollars cash; $600 4 per 
cent seventy-four-year general (or, if and 
when practicable) first and refunding 
mortgage gold bonds, Series A, of the 
Reading Company; $300 of 4% per cent, 
fifty-year refunding mortgage sinking 
fund gold bonds of the coal company. 

“This offer is conditional upon the ac- 
ceptance by the holders of at least 75 per 
cent of the amount of the bonds.” 


The “new coal company” referred to in 
the third paragraph of the statement is 
provided for in the original plan. 


* * * 


An increase in gross earnings of 16.2 
per cent, as well as of 157.9 per cent in 
net operating revenue is shown in the 
December reports of thirty-eight rail- 


roads systems. Included in this group, 


however, are several roads which made 
extraordinary gains in net, which will 
not be equalled by many of the large 
systems not in these figures. 


Calculating on the proportion of total 
gross of Class 1 carriers earned by these 
thirty-eight during December, 1921, and 
applying the same proportion to the net, 
the latter item for all carriers for De- 
cember, 1922, should approximate $75,- 
000,000. Allowing for the average sea- 
sonal variations, the sum would repre- 
sent the equivalent of 5.10 per cent on 
the tentative valuation. 


* * * 


Pays Initial Dividends 


The Georgia Railway and Power Com- 
pany declared an initial dividend of 1 per 
cent on the common stock, payable March 
1, and an initial 4 per cent dividend on the 
second preferred stock, payable in quar- 
terly installments. 


The company also declared the regular 


quarterly 2 per cent first preferred divi- 
dend, payable April 20. 


A Stock Doubly Guaranteed 


When a stock bears the guarantee as to dividends of another larger and 
stronger enterprise than that issuing the stock, we consider it close, in point 
of safety, a mortgage. That is the feature which makes the so-called guar- 
anteed stock of unusual interest as an investment. But when sucha stock bears 
the guarantee of two other companies, then the protection is double. Such a 
stock is the 12 per cent issue of the Georgia Railroad & Banking Company. Its 
dividends are guaranteed by two high grade and wealthy railroads—the 


Louisville & Nashville and Atlantic Coast Line. 


The recent price of the 


G. R. & B. stock was 235, which afforded a yield of 5.10 per cent. 


NLY the other day, Louisvitte & 
QO NASHVILLE Railroad was able to 


sell an issue of equipment stocks 

on a basis to yield about on a par with 
Government bonds. That fact speaks well 
not only for the safety of an equipment 
trust, but also for the credit of the L. & N. 
It also serves to make impressive the 
value of the guarantee of the road when 
given to the security of another property. 
The Georcta RarLtroap & BANKING Com- 
pany is leased until 1980 to the Louisville 
& Nashville and the Attantic Coast LINE, 
two prosperous railroads whose treasuries 
are plentifully supplied with resources 
and whose earning power is high. The 
rental is equivalent to all interest charges 
and about 11.20 per cent dividends on the 
stock of the smaller company. Extras have 
been paid since 1911, and the totai divi- 
dend annually has been at least 12 per cent. 


February 3, 1923 


The small road, which has a total mile- 
age of 303 miles, is the connecting link be- 
tween its two sponsors; the shortest direct 
link. 

Since 1833, with the exception of four 
years, annual dividend disbursements have 
been made without interruption. The total 
capitalization of the road is small, being 
only about $22,200 a mile. 

The combined annual surplus of the two 
guarantors available to meet the rental on 
the G. R. & B. is equal to twenty-five 
times the requirements for that purpose, 
if the estimate is based upon the average 
for the five years ended December 31, 1920. 

This stock generally is regarded as a 
high grade investment, as the yield at cur- 
rent prices suggests, and can be recom- 
mended for purchase as an investment 
which the purchaser can look forward to 
holding permanently with assurance of con- 
tinuance of income. 
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FIVE BETTER WAYS 


To Invest 


How Holders of Five Different Bonds Can a by Selling 
Out and Reinvesting the Proceeds to Advantage 


By Monroe Stimson 


OU no doubt frequently have re- 
} ceived the advice—“sit tight.” It 


has been given at a time when the 
markets have been disturbed by temporary 
unsettlements, during which prices have 
advanced sharply, then receded as abrupt- 
ly, with the result that you have been be- 
wildered and unable to find any indica- 
tions to satisfy you as to the ultimate 
trend. 


That sort of advice is good, at times. 
But there are periods of uncertainty in 
which the advice does not hold good. For 
example, you; may have a callable bond 
which is due to be retired, we shall say, 
next year. The yield to maturity, perhaps, 
is perfectly satisfactory, as an investment. 
But, when the date arrives for calling in 
the bonds, the company may bring out a 
refunding issue at a much lower interest 
rate, which would deprive you of the 
higher income return. 
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Take a concrete example: 


A owns an ILtinots CENTRAL 5% per 
cent bond due in 1934, which is rated as a 
high grade investment, very well secured, 
and amply protected as to interest and 
desirable from every point of view. The 
bond yields to maturity, at the recent quoted 
price, about 5.17 per cent. But the bond 
is selling nearly two points above the price 
at which it can be called after January 1, 
1924. The thing for A to do is, exchange 
that bond for another of sound investment 
rating, not possessed of the call feature. 


A can exchange to advantage into the 
first 6s, of the New York Air BRAKE 
Company, a bond which is due in 1928, is 
attractive because it is a fairly short term 
issue, and is selling only slightly below 
the price prevailing for the Illinois Central 
obligation, which gives it a yield to ma- 
turity of about 5.55 per cent. There is 
little or no risk attached to the N, Y. A. 


B. bond, and the advantage of higher yield 
to maturity, plus the absence of a callable 
feature, makes the exchange one deserving 
consideration. 

Suppose B owns a CoNnsoLIpATED GAS OF 
BALTIMORE 7 per cent bond due in 1931, 
which is selling currently at about 107%, 
which is 5%4 points above the price (102) 
at which the bond is callable. And the 
bond can be called at any time. B can 
exchange that bond for the AMERICAN 
Raitways secured 7!4 per cent issue, 
which is due in 1925, and is callable at 101, 
but is selling currently at 88. By such 
an exchange, B can take advantage of the 
wide spread between the call price and the 
market price, can obtain a higher coupon 
rate, and can improve his position ma- 
terially. 

Take now the case of C, who owns a 
GALvEsToN-Houston Etectric 7 per cent 
bond, which is due in 1925, but is callable 
to August of this year at 101, and is selling 
currently around 100. He can sell that 
bond and transfer the funds in SEATTLE 
LIGHTING general 7s, due in 1929, selling 
currently at 95, and callable on any inter- 
est date at 101. The advantage is obvious. 

D owns a Detroit Epison debenture 8 
per cent bond that is due in 1931, is callable 
to January 1924, at 105, and is selling 
more than four points above that call 
price. He would better his position were 
he to sell his bond and transfer the funds 
to METROPOLITAN Epison 8s, which are due 
in 1935, are selling currently at about 103, 
and are callable on any interest date at 
10674. 

I find that AMERICAN WATER Works 5s 
now are selling on a basis to yield approxi- 
mately six per cent, which to me seems 
high enough for this particular type of 
security, even though the earnings of the 
company have been improving steadily, and 
all obligations have been gaining in rating. 
I, therefore, would advise the holder of 
the bond to switch into CENTRAL INDIANA 
Power collateral 7s, which are selling on a 
basis to yield about 7 per cent. The issue 
is a short term one, and the bond is en- 
titled to a good investment rating. The 
bond is due in 1925, which is in its favor. 


Lo 


Butte Copper & Zinc Prospers 
Common Rated “B,” Guenther’s Appraisal 


a factors apparently are at work 
to the advantage of Butte Copper & 
Z1nc whose current earnings are said to 
be running at the rate of $1.75 a share 
for the common stock. The par value per 
share is $5. One of the important in- 
fluences is the active demand for manga- 
nese ore by steel producers and, as man- 
ganese is one of the principal products 
of the company, the benefits are notewor- 
thy. 

The stock, which is a low-priced one, 
seems to be in a fairly attractive position. 
GUENTHER’S INDEPENDENT APPRAISAL OF 
Listed Stocks, commenting upon the 
company’s prospects, makes this statement: 
“Nearing dividend resumption.” Upon 
that theory, Butre Copper & ZINC can 
be purchased as a speculation for the long 
pull. 
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THE WEEK IN BONDS 


— AVERAGE 40 


COMMERCIAL 





Foreign Obligations Are Weak 


A Review of Municipal, Government, and Corporate Bonds 


weakness in foreign obligations and the strength of second grade rail bonds. 


TT outstanding features of the current week in the bond market were the 


We have consistently impressed upon our readers the attractiveness of second 
grade rail bonds issues, and the recent devolopment of strength in such obligations 


seems to be a vindication of that position, 


At the outset this week foreign issues were under considerable pressure, but around 
mid week French bonds became firmer, and greater strength was noticed in other 


descriptions. 


In connection with the weakness in 
French government bonds, Charles E. 
Mitchell, president of the National City 
Bank, asserted his belief in the ultimate 
value of these obligations, and attributed 
the depression in price to the result of 
nervous selling. 

“The people who have been selling these 
bonds,” said Mr. Mitchell, “have failed to 
take into consideration the fact that 
France’s debt held by other nationals 
amounts to $400,000,000 as against $22,- 
000,000,000 of Internal debt. Moreover, 
the French people have a genuine pride in 
keeping their credit good.” 


Reports Denied 


At the close of the market Tuesday, all 
of the French government obligations 
showed net declines as compared with the 
preceding day. President Mitchell also 
took occasion to discredit the report ap- 
pearing in several newspapers that French 
investors were transferring their funds to 
this country in substantial amounts, be- 
cause of their fears regarding the future 
of Europe. He asserted that any such 
transfer that was under way could be 
considered negligible. 

The French issues were not unique in 
their weakness. ° Two of the Belgian sub- 
scriptions sold to new lows. The Czecho- 
Slovakian issues were extremely weak 
and some South American obligations de- 
clined from one to two points. United 
Kingdom bonds were comparatively firm. 


Rail Bonds Favored 


The strength of railway stocks based 
on the favorable December earnings was 
used as an argument in favor of railroad 
convertible bonds and other junior issues 
that are more likely to be influenced by 
earnings than any other factor. 
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Confidence in the investment situation 
was helped by the position of government 
finances, as indicated in the president’s 
message on the budget. At one time the 
Street was talking of a possible deficit of 
$800,000,000 but this has been reduced to 
$92,000,000 with a prospect of a balance 
to count before the end of the fiscal year, 
It may be said parenthetically that the 
example of economy and extreme effort 
to balance our budget should be taken to 
heart by European governments who 
doubtlessly expect before very long to ap- 
peal to this market for money. 


Albany News 


At mid-week a report came from AIl- 
bany to the effect that a bill is to be in- 
troduced in the New York legislature ex- 
tending the period during which a railroad 
company may be in default of dividends 
without having its bonds relinquish their 
status of legality for savings banks in- 
vestment. Railroads which would be af- 
fected by any such legislation are Balti- 
more & Ohio and the St. Paul. As a 
result of this report, obligations of these 
companies were in special favor. 


Bonds Called 


Bonds called for payment in February 
in advance of maturity, total $120,249,000, 
which is a record. It contrasts with a 
total of $20,829,400 for February of last 
year. The habit of calling high yield 
bonds has been increasing of late, and 
serves to draw attention of investors to 
the importance of going over their hold- 
ings with a view to ascertaining whether 
or not their bonds come under the liabil- 
ity of call in the near future, so that ex- 
changes can be made. Elsewhere is pre- 
sented a tabulation of bonds called in 
advance of maturity this year. 








Up-Town Office 


Grand Central 
Zone 


We maintain a fully- 
equipped office in the 
Canadian Pacific 
Building, entrance at 
11 East 43rd Street 
near Madison Avenue, 
which investors will 
find convenient to visit 
when requiring infor- 
mation, advice or 
quotations regarding 
stocks and bonds. 


Menill, Lynch & Co. 


Members New York Stock Exchange 
120 Broadway New York 
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LIGHT COMPANY 


does the entire gas business 
in St. Louis. 


The First Mortgage Colla- 
teral and Refunding 514% 
Gold Bonds of this Com- 
pany, due 1953, are secured 
by a direct mortgage on all 
the physical property of the 
Company, and_ through 
pledge of prior lien bonds, 
share equally in the lien of 
the closed first mortgage of 
the company. 


Company has a long record 
of substantial earnings, 


We offer these bonds at a 
price to yield about 5.75%. 


Circular on request 


A. B. Leach & Co., Inc. 


Investment Securities 
62 Cedar Street, New York 
105 S. La Salle St., Chicago 
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Specialises in High Grade 
Municipal & Railroad Bonds 


Stocks Carried on Conservative Margin 


Our Weekly Offering Lise 
Mailed on Application. 


PE CUSICK & CO 


74 BROADWAY MEMBERS 


NEW YORK 
—NEW YORK~ st0cK DxHalas 
TELEPHONE ~ BOWLING GREEN 761 


Scranton Office: 219 N. Washington Ave. 
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High Grade 


RAILROAD BOND 
Yielding Liberal Returns 


Issued by a highly important coal 
carrying railroad, whose gross income 
for twelve months ended October 31, 
1922, was about twice interest charges 
for same period. 

Junior securities represent an actual 
investment in excess of three and 
three-quarter times this bond issue. 


Write for Circular No. 1619 


Carolina, Clinehfield & Ohio Ry. 
First & Cons. Mtge. 6% Bonds 


Spencer Trask & Co. 


25 Broad Street, New York 


Albany Boston Chicago 
Members New York and Chicago Stock 
Exchanges 














Bertron, Griscom 


& Co., Inc. 


INVESTMENT 
SECURITIES 


40 Wall Street, New York 
Land Title Bldg., Philadelphia 














1922 
BOND RECORD 


Gives Prices and Yields of 


Corporation, Railroad 
and Foreign Bonds 


listed on the 


N. Y. STOCK EXCHANGE 
1911-1922 
Booklet C-73 


HoRNBLOWER & WEEKS 


Established 1888 
Investment Securities 
42 Broapway, New Yorn 


CHicass 
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SOston 


Provinence PORTLAND. ME 

















TUCKER, ROBISON & CO. 


Successors to 
David Robinson, Jr., & Sons 
Bankers—Established 1876 


Municipal, Railroad and 
Corporation Bonds 


Toledo and Ohio Securities 
Gardner Bldg. TOLEDO, OHIO 
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IN 1HE PUBLIC UTILITY FIELD 
By Byron C. Hall 

















@ Outlook for public utility companies is such as to afford en- 
couragement regarding the trend of securities despite the 
substantial advances that already have occurred. 


@ ELEcTRICAL INDUSTRY in the United States has made re- 
markable strides, which serves to emphasize the attractive- 
ness of securities of electrical companies. 


@ AMERICAN UTILITIES announces the completion of a plan of 
reorganization which involves recapitalization, with issu- 
ance of a new prior preferred stock. 


in prices of almost all classes of 

public utility securities within the 
past year, which represented reflection of 
substantial recovery of the majority of the 
companies from the acute sufferings of the 
period in which operating costs were in- 
creased by advances in wages and com- 
modity prices. 

Because that advance has occurred, there 
are a great many observers who look upon 
utility securities with misgivings and who 
prefer to recommend giving preference to 
other forms of investment. I am con- 
vinced, however, that, although there may 
be reason for discrimination in the selec- 
tion of securities among the utilities, the 
group is to be classed with the railroad 
stocks and bonds as providing the mini- 
mum of risk. 

Broadly speaking, I am of the opinion 
that it will be some time yet before there 
will be any effective agitation for rate re- 
ductions, so that the companies have a con- 
siderable period of prosperity before them. 
Certainly those who select utility securities 
for investment purposes will be able to 
realize a satisfactory profit before it will 
become necessary to consider transfer of 
funds. 

It is not believed that operating costs 
for the utility companies will rise seriously 
for some little time. And it is not be- 
lieved that the return upon property in- 
vestment will reach a point where it can 
be proved to be unfair for some time to 
come. I would advise investors to watch 
these columns for suggestions and give as 
a carefully considered opinion that good 
utilities, where earnings are such as to 
justify confidence in the maintenance of 
present dividend rates, can be purchased 
without entertaining risk. 


c= has been a decided advance 


* * * 


PPRECIATION is recorded here for 
data which has been made available 
by the New York State Committee on 
Public Utility Information, for a graphic 
picture of the status of the electrical in- 
dustry in the United States. According to 


the Committee, this country leads the 
world in the consumption of electrical 
energy. In 1920, the United States con- 
sumed as much electricity as the rest of 
the world put together. 

Engineers figure that in 1923 electric 
central station customers in this country 
will use about 52,000,000,000 kilowatt hours 
of energy for lighting and industrial pur- 
poses. It has been found that the con- 
sumption of electricity doubles in five 
years. As a result of this constant and 
steady demand for more electric energy, 
there are under construction now hydro- 
electric developments involving a direct 
investment of some $800,000,000, and when 
the cost of transmission lines and distribu- 
tion systems is added, the aggregate will 
be more than $2,000,000,000. 

The editor of this department reasserts 
his previously announced position in favor 
of the securities of companies engaged in 
the production of electrical energy and of 
companies producing gas. Such securities 
should be accorded preference over others 
in the public utility group. 

* * * 


American Utilities Plan 


The reorganization committee of the 
American Public Utilities Company has 
mailed the proposed plan of reorganiza- 
tion to the company’s stockholders. This 
calls for the elimination of the present 6 
per cent preferred stock through the ex- 
change into new prior preferred 7 per 
cent stock and 6 per cent participating 
preferred on the basis of 3-10 shares of 
the prior preferred and 8-10 shares of 
the participating preferred for each share 
of the present 6 per cent preferred, with 
its right to accumulated dividends, and the 
dividend scrip or secured dividend notes. 

Where holders of the 6 pe cent pre- 
ferred are not owners of scrip or -divi- 
dend notes they will be required to pay 
$7.50 in addition to surrendering their 
stock for exchange. The management an- 
nounces payment of dividends beginning 
April 1, 1923, on the new issues provided 
the plan is consummated. 
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Hud. & Man.’s Good Position 


The payment, last week, by the Hudson & Manhattan Company, of the 
remaining balance of prior cumulative interest on its 5 per cent adjustment 
income bonds, serves to draw attention to the manner in which the com- 


pany has fulfilled expectations voiced 


in these columns from time to time 


as to the ability of the company to maintain a satisfactory earning power. 
In our opinion, the adjustment fives, selling around 64, possess considerable 


attractiveness as speculative investments. 


The yield to maturity is above 


8 per cent, which, of course, removes the bonds from a strictly investment 


classification. 
ligations are on a sounder footing. 


ARNINGS of the Hupson & Man- 
KE HATTAN last year, according to es- 
timates based upon actual opera- 

tion results for the first nine months of 
the period, have been satisfactory, al- 
though they fall below what had been 
considered likely earlier in 1922. The re- 
cent completion of the accumulated inter- 
est on the adjustment income fives has 
served to justify special attention to the 
obligations at this time. The price at this 
writing, which is in the neighborhood of 
65, does not represent discounting of the 
improved position and there is every reason 
for looking forward to a substantial gain 
from that level in the not distant future. 
The adjustment income fives of course 
are junior in their lien to the réfundipg 
fives. The latter are secured by pledge 
of over 98 per cent of the first 4%s of 
1957. The trend of earnings of the com- 
pany is unmistakably upward, so that 


But, now that the back interest has been made up, the ob- 


there is every possibility that the refund- 
ing fives, which are quoted around 83, 
or on a yield basis of slightly over six 
per cent, will repeat the last high, which 
was above 88, before long. 

The greater speculative opportunity, 
however, is to be found in the junior 
bonds. It does not seem that, in this in- 
stance, the fact that the incomes are jun- 
ior in lien and that interest must be earned 
to be paid, should be looked upon as 
reason for abstaining from purchase. The 
vital thing to be satisfied about- is—can 
the company earn the interest with a 
margin sufficient to assure continued pay- 


ment! At present it is possible to an- 
swer in the affirmative. 

The company owns and _ operates a 
double-tube tunnel system from New 


York City to the Pennsylvania and Erie 
terminals in Jersey City and the Lack- 
awanna terminals in Hoboken. 




















Stocks—Bonds 


-Grain—Cotton 
Unlisted Securities 


Conservative Accounts Invited 


CLARK, 
CHILDS & Co. 


MEMBERS 


New York Stock Exchange 
New York Cotton Exchange 
Chicago Board of Trade 
Chicago Stock Exchange 

N. Y. Coffee & Sugar Exchange 


Associate Members N. Y. Curb Mkt. 
165 Broadway, New York 


Telephone Rector 6600 
Private Wires to Principal Cities 






































41 Years of Straus Safety 


The record of S. W. Straus & 
Co., now 41 years without loss 
to any investor, may well be your 























guide in selecting February invest- 
. ments. Write today for our cur- 
Bonds Callable in February rent offerings of sound 6% and 
Following is a tabulation of corporation bonds called for payment in ad- po Pts: Bo ths Pp -_ 
vance of maturity in February, 1923, with due date, amount and called price, 
as compiled by Dow, Jones & Co.: Booklet B-1313 
Entire issues called: Due Amount Price 
Feb. 1 Gulf Oil deb 7s................... 1933 $35,000,000 103% SW. S 
Feb. 1 Gen. Electric 65 .......-s1s-ccsscsssseeeo: 1940 15,000,000 105 - STRAUS & CO. 
Feb. 1 Monroe Coal Mining 6s .............. 1941 692,000 102% Established 1882 Incorporated 
Feb. 1 Wolff Mfg. Co. Ist 68....ccc.- 1929 480,000 103 isla diiaaaeso 
, STRA 
Feb. 1 Rotch. Mills Ist 65 sccccooou----- 1936 378,100 —«*110 pe Re tage 
Feb. 1 J. Spencer Turner 65s .................. 1926 246,000 100 Telephone—Vanderbilt 8500 
Feb. 10 United Light & Rys., &s.............. 1930 2,000,000 106% 41 Years Without Loss to Any Investor 
Feb. 15 Swift & Co. nts 7s....................... 1931 25,000,000 10214 Copyright 1923, S. W. 8. & Co. 
Feb. 15 Copper Exp. Asso. 8s.................. 1925 18,345,000 102 
Feb. 15 United Fuel Gas 7948. vsccwcccenes 1931 16,000,000 ‘101 , 
Pen.  Laciobe Ges Et 72 .................. 1929 16,000,000 101 
Feb. 26 Car-Yad-Pal P & L 66s................ 1924 3,000,000 100 $250,000 
RARER) enn aE $118,141,100 NOR’ D OTA 
Bonds called, not entire issues: 6’s due 1942 
Feb. 1 Union Tank Car eq 748.cccce-... 1930 $1,000,000 102% To Yield 4.50%, 
Feb. 1 Milw. Coke & Gas 7s................ 1933 167,000 103 ACHE .« 
Feb. 1 Elec. Rys. Equip. Sec, 6s............ 1923 142,000 100 J. S. BACHE & CO “ 
Feb. 1 Elk, Piney Coal 7%4s........................ 1930 112,000 103 Members N. Y. Stock Exchange 
Feb. 1 Shaffer Oil & Ref. 8s .................... 1924 61,400 105 43 Broadway New York City 
Feb. 1 Amer. Pipe Mfg. B 5s ................ 1929 50,000 102% 
Feb. 1 Amer. Rys. 7%s 1925 50,000 110 
Feb. 1 Delta Lt. & Tract. & ——.............. 1926 10,000 102 
Feb. 8 P. Burns & Co. Ist 6s................ 1924 51,500 105 American Light & Tractien Co 
15 General Petroleum 7s -2cccccsco---- 
Feb. 15 General Petroleum 7s ...... 1931 464,000 105 sTocks 
Tota ener $2,107,900 MacQuoid & Coady 
P Members New York Stock Exchange 
Total called bonds in Feb., ee $120,249,000 Telephone: Broad 17654 
° : 25 Broad Street New York 
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Consider What These Facts 
Can Mean to Investors 


Consider the following in 
choosing the most reliable ad- 
visory service for investors. 


Brookmire’s forecasts antici- 
pate changes in the direction 
of prices earlier than any 
other service. 


Its basic chart is the most 
scientific chart ever produced. 
It is the only chart indicating 
the exact month when a 
change of prices should occur. 


Greater profits can be made 
more safely by following the 
basic principles governing the 
Brookmire Service. 


Brookmire appeals to you, 
therefore, as an investor who 
prefers an honest service, 
scientifically constructed, with 
a long record of successful 
service. Our bulletin F-21 
fully describes this Service. 


Send for a free copy today. 


f ee accuente temeuy sonecasts “on Marner YRENDS 


BROOKMIRE 


ECONOMIC SERVICE INC 
25 Wese 43cm Strect New York 


nem wf torecasnng from Economn Cycies 
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Odd Lots 


Allow Diversification 
Increase Margin of Safety 
Encourage Outright Purchases 





Our Interesting Booklet 


“Odd Lot Trading”’ 
will be furnished to investors 
interested 


Ask for Booklet F. W. 293 
100 Share Lots 





John Muir & (. 


Members New Yerk Stock Exchange 
26 Court St. 


61 Broadway 


New York Brooklyn 























THOMAS C. PERKINS 
Constructive Banking 
30 State St., Boston, Mass. 


Underwritings and 
Reorganizations 
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The Facts About Speculation 


bate regarding speculation in se- 

curities. Many commentators have 
decried it and have issued solemn warn- 
ings against the practice. On the other 
hand some of the leading economists and 
other thinkers have characterized it as a 
useful and necessary wheel in the ma- 
chinery of progress. One point, however, 
is well established, which is that 80 per 
cent or more of the public speculators 
lose money. This fact has led to blanket 
condemnation of speculation in any form, 
but such warnings will go unheeded. as 
long as human nature endures. This be- 
ing true, it appears that a useful purpose 
would be served by attempting to dis- 
cover why the 80 per cent lose—what er- 
rors are responsible for the losses, and 
how the other 20 per cent are able to suc- 
ceed. 


Titer: has been a great deal of de- 


In order to clarify this vital question we 
have asked Mr. THomas Grsson to strip 
the subject to the bone and tell us in a 
series of articles exactly what can and 
cannot be accomplished in this line. Mr. 
Greson needs no introduction to our read- 
ers. In addition to his writings on eco- 
nomic and social subjects his books on 
speculation have had a larger circulation 
than the books of all other writers on the 
subjects combined. It is his opinion that 
few casual observers know even the mean- 
ing of the word speculation; that most of 
what is popularly called speculation is 
merely gambling on fluctuations; that a 
share of stock is nothing but an undi- 
vided interest in a certain line of enter- 
prise and that until this truth is realized 
and acted upon there is no hope of suc- 
cess. Among the striking statements made 
by Mr. Gregson in this new series, the first 
chapter of which will be published in our 
issue of February 17, are the following: 

“Successful speculation is based on 
a correct decision as to the relation 
between present prices and prospec- 
tive values.” 

“The widespread assumption that 
purchases made on margin are spec- 
ulative while outright purchases are 
not is mere confusion of thought.” 

“The element of time can no more 
be eliminated from speculation than 
from any other line of business.” 

The subject is developed in the follow- 
ing sequence: 

1—An analytical calculation of the per- 
centage of public losses in speculation. 

2—The principal errors responsible for 
these losses. 

3—Charts, inside information, tips, etc. 

4—The difference between speculation 


and investment and the combination of the 
two practices in a single operation. 


5—The major underlying principles of 
successful speculation. 


6—The study of fundamentals. 
7—The study of statistics. 
8—The psychology of the market-place. 


9—The choice of securities. 


10—Summary, and pertinent suggestions 
as to correct methods. 

In his concluding remarks Mr. Gibson 
says: 

“I do not advise anyone to speculate; I 
do not advise anyone not to speculate. I 
have simply mapped out the imperative 
essentials without which no one can possibly 
hope to succeed, and have exposed the 
errors which, unless sternly resisted, will 
certainly lead to disaster. It is for the 
reader to determine whether or not he 
possesses the elements necessary to success 
and is temperamentally equipped to with- 
stand the temptations of avarice, the vice 
of impatience and the specters of fear. 
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Schwab in Mining 

Reports in Wall Street credit Cas. M. 
Scuwas with having returned to his first 
love, “mining.” This report is based upon 
his having acquired an interest in the his- 
toric Comstock Mine. Attempt is to be 
made to rejuvenate these mines through 
new and modern methods, which are said 
to be successful in getting sufficient value 
out of the tailings to make mining opera- 
tions profitable. 

In connection with this statement, Mr. 
ScuwaB, a wonderful steel man, finds his 
love for mining rekindled because of his 
earlier association with the industry. One 
wonders over the devotion of the steel 
magnate for his old and fickle flame. THE. 
FINANCIAL Wortp recalls Mr. SCHWAB’S 
experience in the MontcoMEery SHOSHONE 
Goldfield promotion, in which he allowed 
himself to be interested because of his 
good nature and friendship for a coterie of 
his chums. That venture was a casualty. 
No one-made any money out of it. 
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Ravings of “Old Dr. Cook” 

Explorer Dr. Frepertck A. Coox, whose 
imagination can discover any old Pole, is 
not troubled by any investigation that the 
National Vigilance Committee may be 
making of his hectic financing. He is just 
as busy as ever trying to get investors to 
send him money to carry on his dis- 
coveries in the oil fields. The old doctor’s 
latest ravings about the millions he is going 
to earn sounds very much as though he is 
making his last stab. 

In his latest communication he speaks 
about a new field owned by his Propucers 
PETROLEUM ASSOCIATION, comprising 226 
acres in the Corsicana section. He says 
he has been offered $1,000 an acre for 
the property, or the total sum of $226,000,- 
000. This admission alone indicates what a 
faker he is, for, if this offer were bona 
fide, the Doctor would grab it at once, 
for he is hungry for money. Otherwise 
he would not be operating in the get-rich- 
quick business, 

Since S. E. J. Cox was driven to cover, 
the outstanding Munchausen in finance is 
the “Old Doctor” himself. 
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Columbia Gas Earnings Good WHAT STOCKS 


Recently, there occurred a substantial advance in Columbia Gas & Electric. 
The price gain recorded for last week probably was influenced partly by the 
activity in public utility shares occasioned by the increase in the Consolidated 
Gas of New York. But examination of Columbia reveals the fact that per- 
haps something may be done before long for the company’s shareholders in 
connection with the surplus of undivided profits that has been built up. Al- 
though the management at present is more concerned about successful opera- 
tion of the properties than about special benefits of stockholders, the prospect 


is one which helps the market. 
Stocks rates Columbia “A.” 


NCREASE in the dividend rate for 
| CotumBiA Gas & ELEctTRIC is a dis- 

tinct possibility, if the rate of earn- 
ings for last year, and the apparent 
marked strengthening of the company’s 
statistical position are to be taken as 
criterions. It is estimated that the com- 
pany earned about $12 a share in 1922, 
after all deductions, which is a good 
enough record to make stockholders think 
about increased dividend prospects, par- 
ticularly when there also is taken into 
account the strong financial position of 
the company. 

In 1921 the company earned only 6.91 
per cent on its capital stock. The divi- 
dend rate is 6 per cent. 

Both the cash and the net quick asset 
position of the company are in splendid 
condition, and the surplus account shows 


Guenther’s Independent Appraisal of Listed 


a comfortable amount of money on hand. 

In short, the financial position, and the 
demonstrated earning power for last 
year, justify expectation that, in the not 
distanct future, there may be an increase 
in the dividend rate, or the declaration of 
an extra, or both. 

The capital stock last year sold as high 
as above 112, and the closing price as of 
Saturday a week ago was a fraction above 
107. As a straight six per cent stock, 
of course, a price of 112 is a trifle high 
for the investor who seeks profit from 
possibility of further price gain. But, if 
the stock is to go on a seven per cent 
basis, then 112 would not be too high for 
a strong and improving utility. At the 
recent price around 107, the stock there- 
fore possesses fairly attractive possibili- 
ties. 


Montgomery Ward Come-back 
A Million New Customers Added to the 


Company’s Books. 


Conditions 


OME-BACKS were staged by a 
i number of companies last year but 

it is doubtful if any one was more 
noteworthy than that of Montgomery 
Ward. Last year, that company showed 
an increase in business every month over 
the corresponding month of the previous 
year. 

One million new customers rallied to 
swell the business of the company, ac- 
cording to its own statement. And the 
size of the largest order gained $2. 

Improvement in agricultural and gen- 
eral business conditions are the factors 
which contributed to the record. The 
volume of sales increased almost auto- 
matically. But the company also pur- 
sued an aggressive sales policy to which 
a major portion of the improvement must 
be credited. 

When man is relieved of financial wor- 
ries, he generally is a happier individual, 
and less mindful of the pennies going out. 
The farmer, when things are going 
against him, tightens up his purse strings. 
But when he is making money, and is able 
to see daylight ahead of him, he becomes 
a buyer. His wants increase, and his dis- 
position to satisfy those wants increases 
proportionately, 

Total sales of MontcomMeRY Warp for 
last year were $92,474,182. In the previ- 
ous year, the total was $75,956,649. In 
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General 
Improving. 


other words, sales were 21.7 per cent 
larger in 1922 than in 1921. 

Pres. MERSELES, of MONTGOMERY WARD, 
is quoted as being quite optimistic. In an 
interview this week, he said in part: 

“There is nothing in the nature of the 
business we have been getting that would 
indicate that farmers are buying merely 
to supply necessities they have been do- 
ing without for the last year or two. Ap- 
parently they are supplying current needs. 

“Our financial condition today is un- 
usually sound. We owe nothing what- 
ever for borrowed money, and the profits 
made in 1922 are represented in a con- 
siderably enlarged cash balance and inven- 
tories sufficiently increased to handle the 
substantial improvement in sales we are 
experiencing. It is my opinion that busi- 
ness in general in 1923 will be even better 
than in 1922.” 

In view of the marked improvement 
last year, and the present rather strong 
financial position of the company, the pre- 
ferred stock appears to be in a much 
stronger position. Dividend payments 
were resumed last fall and, as will be 
noted in this week’s announcement of 
changes in ratings, GUENTHER’S INDEPEND- 
ENT APPRAISAL OF LisTeED Stocks has 
raised the rating for the senior stock, 
which is not preceded by funded debt, 
from “C” to “B.” 


TO BUY? 


It is evident—from recent market 
action—that certain groups of stocks 
will sell materially higher over the 
next few months, 

Yet, at the same time much distri- 
bution is apparent in other sections 
of the market. Therefore, from 
now on, Keen discrimination will be 
essential. 


WHAT TO BUY 


and 


WHAT TO AVOID 


We have prepared an analysis of 
existing conditions which discusses 
frankly the position and future out- 
look of the different types of securi- 
ties. A few copies are available 
FREE. It should be invaluable to 
every investor. 

This analysis is a portion of Com- 
plete Educational, Investment and 
Speculative Service—the only Serv- 
ice of its kind in the financial 
world. 


Simply ask for FW-F-3 


AMERICAN INSTITUTE of FINANCE 


141 Milk Street Boston, Mass. 
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Guaranteed 
Stocks 


Rank With Bonds in 
Quality, Although Not 
So Widely Known, 
and Offer Better 
Yield as Sound 
Invest- 
ments 


By Paul Willard Garrett 


Reprinted by permission 
from the New York Eve- 
ning Post of Nov. 8, 1922 


Copy F-10 upon Request 
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‘‘Dependable 


Investment’’ 





An _ authoritative discussion 
in brief, easily read form, of 
the considerations to be ob- 
served in selecting securities. 


Advice to investors whose 
knowledge of finance is 
limited by their own experi- 
ences is embodied in this 16- 
page booklet. _ 


A copy sent free 
on request 
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Something 
Worth Preserving 


You want The Financial World, 
otherwise you would not subscribe. 
Then why not keep the copies intact? 
Surely the’ interesting articles and 
financial news are worth preseving. 
We can furnish Financial World 
Binders, large enough to hold one 
volume of Financial Worlds, with the 
name of The Financial World, in gold 
on the cover for 


$2.10, postpaid 
Address: 
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53 Park Place New York City 























A Rew B. RT. Sidelights 


In our last issue,-we presented interesting details in connection with the 
reorganization of Brooklyn Rapid Transit which, although they were tentative 


in character, had not previously been made public. 


Since that time we have 


received numerous inquiries as to the attractiveness of various securities, and 
have been asked if B. R. T. stock should be considered a purchase at the pres- 


ent price level. 
be of general interest to our readers. 


be levied upon stockholders of the 

B. R. T. we do not consider that the 
stock is a purchase at the present time. 
We would advise any who are contemplat- 
ing purchase to defer their action until the 
assessment has been paid, and the stock 
appears to have fully discounted it. We 
can conceive of the possibility of a much 
lower price level than now quoted. Later 
on, however, the stock may be purchased 
as a long pull proposition, as it would re- 
quire some time in all probability for it 
to come back. 


To Be Taken Advantage Of 


Some interesting situations are disclosed, 
however, where advantage may be taken 
at present quotations. An_ illustration 
would be the Nassau Electric first con- 
solidated 4s, of 1951. 

The amount of unpaid interest on these 
bonds will aggregate 18 per cent up to 
July 1, 1923. Under the terms of the 
plan they are scheduled to be reinstated, 
as to principal, and then back interest of 
18 per cent is scheduled to be liquidated. 

14 per cent in new 6 per cent preferred. 

4 per cent in cash. 


Attractive Bond 


Nassau Ist Consolidated 4s are now sell- 
ing at about 63 and their purchase at that 
price seems rather attractive. With the 
bonds fully reinstated and paying regular 
interest it is hard to believe that they 
would sell below 55 at the extreme mini- 
mum. They might easily sell at 60 or 65 
and possibly might sell as high as 70 or 
75. At these various prices, calculating 
that the preferred stock to be received on 
account of back interest will be worth 
50, these Nassau 4s “work out” as follows: 
Bond reinstated 

and selling at 55 


I: view of the assessment which is to 


550 600. 650 700 750 


The following brief response to such inquiries we believe will 


Plus amount to be received on account 
back interest: 
140 par value 6% 

Pid @ 50 70 70 70 70 70 
$40 in cash 40 40 40 40 40 


660 710 760 810 860 

Present price of bonds 62 equals $620. 
The bonds in the table herewith are now 
in an unusually strong position. They 
will be strengthened by the new money 
that will be paid in and their position is 
absolutely secure. The Kings County 
Elevated 4s and the Brooklyn Union Ele- 
vated 5s are unusually attractive as they 
are secured on Rapid Transit (subway and 
elevated) property. Their interest is a 
prior charge against the combined net 


_earnings of the entire system. 
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Pat Marr Runs His Own Mint 


El Dorado, Ark., may be a small place, 
but it claims a citizen who does not pro- 
fess to any small dimensions. He may 
not be small physically but he is certainly 
unlimited in the proportion of his ego. 
The description fits Par Marr, who is 
busily engaged telling every one about his 
consuming ambition to make millions for 
the dear people. And what papers it 
takes to relate it all—six pages of a letter. 
It is a good thing for Pat that paper is 
so cheap. According to him, it is a plain 
case of ignorance for any one to ride 
around in a plebian street car. He can 
just as easily be burning up some of 
Pat’s oil in a Rolls Royce. However, it 
is best not to take Pat too seriously, for 
the millions promised by him rest securely 
in his imagination and will remain locked 
up there. A hungry German has as 
much chance buying a juicy steak dressed 
a la Bordelaise for a cart load of marks 
as the investor has of seeing any of Par’s 
phenomenal wealth rolling in his direction. 








Bkn. City R. R. Ist Cons. 5s 1941* 


Underlying Bonds of Subsidiary Companies Now Paying Regu- 
lar Interest and Undisturbed by the Reorganization 


Atlantic Ave. R. R. Gen. Cons. 5s 1931 
Bkn. City & Newtown R. R. Ist 5s 1939 


Appx. Market 
77 
73 
88 











Bkn. Union Elevated Ist 5s 1950* ... 


84 





Jamaica & Bkn. Road Ist 5s 1936 ... 


Coney Island & Bkn. Ist Cons. 4s 1948 





no mkt. 





76 





Kings County Elevated Ist 4s 1949* 








* Listed on New York Stock Exchange. 
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Western Union’s 1922 Year 4//ip fun Dave, 


Reduction in operating expenses, and substantial gain in gross revenues, 
form the highlights in the preliminary estimate of the performances of West- 


ern Union last year. 


The net for 1922, with December estimated, was equal 
to $11.25 a share, as compared with $9.65 a share in 1921. 


That showing is 


quite in line with predictions made in a tabloid analysis published in Tue 


FINANCIAL Wor tp at the close of the first nine months of last year. 


The re- 


sults of the company’s operations are evidences of what can be done with any- 


thing like general business revival. 


The January issue of Guenther’s Inde- 


pendent Appraisal of Listed Stocks, rates Western Union “A” and makes the 


comment that 


EAR by year, WESTERN UNION is 

) stabilizing its earning power and 

is getting away from the former 
pronounced seasonal character of its op- 
erations. In time, that phase of the com- 
pany’s business probably will disappear 
entirely. And, now that cable additions 
have been completed, and, once they are 
in full operation, the earnings of the 
company should begin to mount. 

In connection with the large expendi- 
turés which the company has made for 
additions and betterments, and the ex- 
tensive charge offs for new developments, 
the company last year actually was able 
to earn more than $5 in excess of all divi- 
dend requirements. That fact supports 
the opinion which has been recorded in 
(GUENTHER’S APPRAISAL that earnings jus- 
tify increased dividends. The present rate 
is seven per cent on outstanding stock. 

In the past decade, the company has put 
back into property investment fully fifty 
millions of dollars which amount has 


“earnings justify increased dividend.” 


come out of surplus profits. The man- 


agement so far has not intimated that it 
has entertained the thought of a larger 
distribution to shareholders, but it could 
take such action without any sacrifice of 
conservatism or sound financial principles. 

In view of the favorable showing of last 
year, the fact that the company gradually 
is becoming more seasoned and consistent 
as to earning power, and the fact that the 
seasonal nature of the business is fast 
becoming a minus quantity, the stock is 
to be regarded as a sound investment 
which is rendered more attractive by rea- 
son of the logic of expecting an increased 
dividend. 

The decided advance in the price of the 
stock last year from a low of 89 to a high 
121 was in a way anticipation of the im- 
proved outlook for the company. The 
current price of 112 is far enough below 
last year’s high to reasonably expect bet- 
ter prices for the coming months. 


Erie May Live to Surprise 


In the closing weeks of 1922, and in a modified manner since the be- 
ginning of 1923, the Street has engaged itself periodically with speculation 
as to the probable future of Erie. Grave commentators have expressed the 
conviction that the action of the bonds and stocks has foreshadowed re- 
ceivership. Unfortunately, past history does not support the last-mentioned 


contention. 


Erie in the past has indicated, ‘so the wiseacres have asserted, 


that receivership was imminent, only to spring a surprise just when almost 
everyone had concluded that the matter was all cut and dried. There is no 
reason for believing that Erie will not repeat such a performance before 


the year 1s ended. 


HERE does not seem to be any rea- 

} son for scratching certain of the 

bonds of the Erie from one’s list of 
attractive low-priced railroad speculations. 
If the company had been in such a pre- 
carious condition financially as some of 
its critics have declared it to have been, 
then why did the company spend so much 
money for maintenance last year? The 
total was not unusually high because 
costs of doing the work were unusually 
high. 

We fail of finding anything in the situ- 
ation justifying expectation of an early 
receivership. It may be that the directors 
may decide that there is-necessity for some 
readjustment of the capital structure. But 
Erre’s bond capitalization long has been 
top-heavy and disaster has been averted. 
Moreover, the tentative valuation which is 
given to the property has not taken into 
account the vast expenditures in the past 
five or six years for upbuilding which have 
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added substantially to the value of prop- 
erty investment. When that expenditure 
is credited, the relation of capitalization 
to investment value will be far more favor- 
able to security owners. 

The balance sheet of 1921 showed the 
company in a comfortable working capital 
position, so that failure to earn the full 
total of fixed charges last year was not 
to be considered as disastrous. It is a 
safe guess that, given anything like normal 
operating conditions, the company could 
show a comparatively satisfactory earning 
position. It is admitted that the common 
stock seems far removed from dividends, 
and there may be some room for question 
as to ability to resume payments on the 
preferred in the near future. But that 
fact does not exclude the convertible bonds 
of Erie as attractive long pull speculations. 

Guenther’s Independent Appraisal of 
Listed Stocks rates the preferred stock “C” 
and the common “D.” 


Dear Eddie: 
S it true 
this here won- 

derful Dr. Coué is 
responsible for the 
up-and-down = mar- 
ket we are having 
these last few 
weeks? I was told by somebody who 
heard it at a vandeville show that six 
prominent commission houses got togeth- 
er and gave Dr. Coué $100,000 just so 
that he could use his influence in mak- 
ing stocks go up and down without get- 
ting them anywhere, but just enough so 
that people would be trading their heads 
off all the time! I suppose there isn’t 
anything to the story, but just the same: 
its a wonderful idea, isn’t it, Eddie? 





that 


How is business? I see by the papers 
that somebody who was short of Bald- 
win sent out a letter with the Presi- 
dent’s signature and everything faked, so 
that the stock would go down. That 
shows you how dumb some people are. 
If that feller only knew as much about 
the Baldwin Locomotive Co. as / know, 
he wouldn’t have wasted his time in send- 
ing out a fake letter at all! A real gen- 
uine absolutely official letter signed by 
Mr. Vauclain himself in person (not a 
moving picture) would have done worse 
for the stock than the fake which, when 
it was discovered, naturally made _ the 
stock go up. 


Honest, Eddie, between this here Vau- 
clain of the Baldwin, P. A. S. Franklin, 
of the Mercantile Marine, and Bedford, 
of the Corn Products, I don’t know which 
ones are always most bearish on their 
own stocks. 


Last summer when Marine pfd. was so 
active going up and down, I asked one of 
my newspaper friends what the P. A. S. 
stood for, and they told me “Purchase 
And Sales,” but they forgot to add wheth- 
it was ships or stocks. Before I get off 
this subject, Eddie, I want to say a few 
words about this feller Bedford after 
whom they named Bedford Avenue in 
Brooklyn, N. Y. 


The night before last my Flora cleaned 
out an old trunk, and in opening a pack- 
age I found the financial section of the 
newspaper five years ago, so I naturally 
looked to see what stocks were higher 
and what stocks were lower, and figur- 
ing out how much money I might have 
made IF I had done something, etc., etc., 
when I suddenly. see this, “Bedford says 
Corn Products earnings temporary,” etc., 
and it went on to say how people 
shouldn’t get bullish because there was so 
much still to be paid off on the pfd., and 
so many bonds still outstanding, and how 
their good business was only lucky and 
couldn’t last; in fact, he said everything 
right out, but. actually telling you to get 
out of the stock before it was too late. 
Then it was 27, and now its 127. You 
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Your Money Invested in 


SEASONED FARM MORTGAGES 


based on sound property values, furnishes the great- 
est protection for your savings. 

You should know all about the superior merits and 

ultra dependability of a carefully placed farm mort- 


Send for our booklet 


“‘Why Collins Farm Mortgages are Safe” 


It will tell you why the large life insurance com- 
panies, holders of trust funds, and those depending 
upon a fixed income readily give preference to farm 
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5 years maturities in amounts of 
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The ideal investment for conserva- 
tive investors. For further infor- 
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hen Were right on the ground . 


$1,600 642% 


First Farm Mortgage 


No. 6745. The security is a 160 
acre farm four miles from market. 
Excellent soil. 110 acres under 
Value of buildings $1,500. 
Land $3,200. Total valuation 
$4.700. Please let us send full de- 
tails of this and other mortgages 
in different amounts; also copy of 
descriptive pamphlet “I.” 
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figure it out, Eddie, I got’ a headache! 

I see the Guggenheims made only $70,- 
000,000 on that Chile deal. Shouldn’t 
there be a law against asking so much 
money all at once, without even stopping 
to take a breath. If they don’t watch 
out, the Guggs will pretty soon have as 
much money as some of our most promi- 
nent bootleggers. Which reminds me 
that I should give you a real live up-to- 
date TIP. Buy American Smelters! 
Remember the fight the Guggs had with 
this feller Eilers? Well, with all this 
Chile money now and no place to put it, 
don’t you think they are going to make 
that Smelters baby sit up and eat with a 
spoon instead of drinking out of a bottle? 
Think it over, Eddie, it’s a good hunch, 
and you can’t go wrong! 


Yours, etc., 

DAVE. 

P.S. Buy me 100 Smelters at the 
market. 

P.S. If you think well of my dope 
make it 200. 

P.S. If you are going to put other 
people in it after you have bought mine, 
make it 300! 


—f) 
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Vitek Tells the Truth 


The Smackover field in Texas is pro- 
ducing something else than oil—it is pro- 
ducing a crop of the usual hot air, get- 
rich quick promoters. One of them is 
Paul Vitek, who claims to have declared 
a 100 per cent cash dividend to his share- 
holders as a New Year’s surprise, and 
expects to pay 1,000 per cent on every 
dollar invested in the near future. 

Could one secure Mr. Vitek’s check- 
book he probably would find that the 100 
per cent cash dividend was paid to some 
solitary individual and is being used as 
bait to get hold of suckers. In one re- 
spect he tells the truth in his letter to 
lure on investors, in which he says “25 
years hence some of us will be in the 
poor house.” We will make the time 
shorter, we will say that anyone who fol- 
lows his advice and risks his last penny 
will be in the poor house in 25 months in- 
stead of years. 

















Who Pays the Bill? 


By C. M. Harger 


BILL has been introduced in the 
Anica States Senate amending the 

farm loan act so that the joint 
stock land banks shall pay into the treasury 
all earnings over six per cent, as is now 
required by the Federal Reserve Banks— 
and they have materially increased the 
government’s income thereby. The land 
banks’ securities on which their business 
is based are tax exempt and bring a pre- 
mium of about three per cent on the mar- 
ket, netting the investor from 4.6 to 5 per 
cent free of all taxation. Their number 
has increased from 26 to 61 and others are 
forming. It is admitted that the joint 
stock land banks are exceedingly profitable 
ventures when well managed. Considering 
that they are privileged in their tax re- 
quirements, it would seem that they might 
better reduce to the borrower the expense 
of his loan rather than earn large profits, 
even if the same were turned into the treas- 
ury. The earnings of any bank, commer- 
cial or land bank, come from the borrower. 
The country is just now exploiting the 
needs of the producer and seeking some 
method of bettering his condition. If the 
farmers’ own banks are not giving to the 
borrower every possible advantage and if 
they are not aiding him in the utmost re- 
duction of expenses and of their own 
profits, the farmer ought not to expect 
some other agency to assist him. In the 
dark days of the cattle industry the New 
York City banks subscribed $25,000,000 
and other banks an equal sum to assist 
the stock men to meet their dire need. 
Only about $20,000,000 of this was taken 
but the intention was none the less worthy. 
The “enemy country,” the Wall Street at 
which the Interior points the finger of 
accusation on small provocation, took a 
chance to help the producing country when 
the farmers’ own banks were making a 
larger return than needed—at least a re- 
cent statement says that a million dollars 
in extra dividends is to be distributed by 
the land bank. 


Unquestionably the advantage of the tax 
exempt feature of the land bank securities 
has to be paid for by some one and any 
extra <lividend return through loans must 
come by the path of the borrowing done 
by the patrons. The loan rate has made 
notable changes in the past few months. 
It is now declined to pre-war figures with 
plenty of money seeking investment. In- 
deed in many localities first class loans are 
made by private agencies at a lower rate 
than are those of the land bank. The ap- 
peal of the latter comes through the pub- 
licity carried on and by the attraction of 
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the long amortization period which is to 
many a borrower something that seems 
likely eventually to get him out of debt. 
But there is no miracle in finance. Every 
dollar of profit must be paid by someone 
and the farmer is paying for every extra 
dividend of his banks in the earnings he 
must give up to aid the financial under- 
taking. The country seems to be on the 
threshold of adopting some legislation that 
will be intended to help the farmer. It 
may be of the nature of more bank sys- 
tems, of rural credit inflation or of state 
financial institutions designed to lift the 
producer out of debt. Yet the theory that 
anyone can borrow himself out of debt is 
fallacious and it seems unfair to indulge in 
schemes that are at the best problematical. 
The farmer can prosper only by the same 
methods as apply to other business con- 
cerns; he cannot be helped by inflation or 
easy credit. In the end somebody must 
pay the bill and he is likely to be that in- 
dividual. The farmer with collateral or 
with real estate can today get all the credit 
to which he is entitled under sound finance. 
Director Meyer of the War Finance Cor- 
poration, Secretary Mellon and others in 
authority have told the farmer that their 
best interests lie in building up the exist- 
ing banks rather than in establishing other 
systems. The policy of favoritism in any 
direction reacts on the producer himself 
and it should be the effort of congress to 
lay down a real basis of fairness rather 
than cater to extremists or to interests 
that hope to profit unduly. 


, 
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Criticises Banton 


Seymour L. Cremwell, President of 
the New York Stock Exchange, sent a 
reply to District Attorney Banton’s re- 
quest for all information concerning the 
listing, trading in and striking of the stock 
of the North American Oil Company on 
the New York Stock Exchange. In his 
letter Mr. Cromwell says he regrets Mr. 
Banton’s disregard of “the requirements of 
courtesy” in making his letter public to 
the press on the same day that it was re- 
ceived by Mr. Cromwell, and points out 
that on January 16 the Stock Exchange 
gave a statement to the press covering the 
case and that the statement contained all 
the information necessary for Mr. Banton 
to determine whether a further investiga- 
tion on his part was called for. 

Mr. Cromwell’s letter follows: 


Joab H. Banton, Esq., District Attorney’s 
Office, Criminal Courts Building, New 
York, N. Y. 


Dear Sir: Your letter, dated Jan. 29, 
1923, was received at the Exchange yes- 
terday, Jan. 31. 

I regret that you have deemed it proper 
in the form of your letter to disregard 
the requirements of courtesy. Your ac- 
tion in giving it out for publication on the 
same day in which it was received by me 
was to be expected from its tone and 
was doubtless pursuant to your intention 
in writing it, 

The Stock Exchange on Jan. 16, 1923, 
February 3, 1923 


gave to the press a formal statement of 
the action taken by it in respect to the 
North American Oil Company stock and of 
the facts on which this action was based. 
This statement, of which I herewith en- 
close a copy, contained all the information 
necessary to enable you to determine 
whether a further investigation on your 
part was called for, and sufficiently indi- 
cated sources from which evidence as to 
the facts could be obtained if you desired 
such evidence. 


The transactions in North American Oil 
Company stock involved no misconduct on 
the part of any member of the New York 
Stock Exchange, and no act on the part of 
any member of the Exchange which has 
been or can fairly be made a ground for 
criticism. Whatever misconduct there 
may have been in these transactions was 
the misconduct of a party or parties in no 
way connected with the Stock Exchange. 
You knew these facts, or could have read- 
ily informed yourself of them before writ- 
ing and publishing your letter, in which 
you obviously seek to convey the impres- 
sion that members of the Exchange were 
parties to the commission of a criminal 
act and that the Exchange has withheld 
from you evidence of the fact. 


The minutes of the testimony taken by 
the committees of the Exchange in the 
investigation of the North American Oil 
Company matter have not been fully tran- 
scribed. I directed that the transcription 
should be completed as soon as I received 
your letter, and have obtained the consent 
of the members of the Exchange who tes- 
tified before the committees and of the 
counsel of the North American Oil Com- 
pany, to my furnishing you with a full 
copy of the record. The copy will be 
furnished you when the transcription is 
complete. 

I do not follow your direction to com- 
municate with Assistant District Attorney 
Ferdinand Pecora for the reason that I 
prefer to have you personally receive this 
answer to your letter. 

As you have seen fit to give out your 
letter for publication, I must in justice 
to the Exchange follow your example. 

Very truly yours, 


Ss. L. CROMWELL, 
President of the New York 
Stock Exchange. 


——=——— 


International Trade Balance 


The question of the balance of trade, 
which had formerly only a limited appeal, 
has since the war aroused such widespread 
interest, that a study, written in plain 
terms, is something investors should read. 

The Macmillan Company has published 
a book on this subject by Professor Boggs 
of the University of British Columbia. His 
name is well known as a student in the 
field of economics and sociology. 

This book, THE INTERNATIONAL TRADE 
BALANCE IN THEORY AND PRACTICE, sets 
forth the principles that underlie the 
theory of the balance of trade, as revealed 
in the trade balances of various countries. 














How to Select 
Safe Bonds 


An authentic work on 
varioustypes ofsecurities 
providing an intelligent 
guide for conservative 
investors. 


How to Get 7% 
* (7) 
With Safety 
Contains a listing of Safe 
Forman Bonds which 
are exceptionally attrac- 


tive at this time for thei 
yield of 7%. ~ 


Every Investor 
Can Sa// Get 7% 
With Safety 


NTEREST rates are rapidly declining 
Already the average rate earned by safe 
bonds is close to 6%. But there is stil] 

an opportunity for investors to secure For: 
man Bonds having the same high degre 
of safety and drawing 7% interest. 


Full Protection -— High Yield 
Naturally, all of these bondsaresafeguarded 
by the same methods of painstaking investi- 
gation and conservative valuations that 
have made Forman Bonds so attractive to 
thousands of conservative investors in all 
parts of the country; the same careful selec- 
tion that has made it possible for us to 
achieve the unsurpassed record of 37 years 
without a loss to a customer. 


Maturites to Meet Every Need 
If you have money toinvest now allow usto 
give you particulars of these attractive For- 
man Bonds. Or if you have bonds maturing 
at an early date let us exchange them now 


for Forman Bonds while youstill are able to 
obtain 7%. 


Two Books—Send For Them 


Send the appended request blank for either one or 
both of the books illustrated above and full informa- 
tion on the few 7% Forman Bonds still available. Im- 
mediate action is necessary as these preferred issues 
are very rapidly being taken up. 


GEORGE M. FORMAN & Co; 
-105 W. MONROE ST. CHICAGO 
37 Years Without Loss to a Customer 





George M. Forman & Company 
105 W. Monroe St., Chicago Dept. 172 


Without obligation, please send me the book or 
books checked below. No salesman is to call on me. 


How to Get 7% How to Select 
With Safety Safe Bonds 
jt Ae ee OR ae aoe ame eae Se 
SS TOR TE. amrae 
i is a eee eee eT 
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How to judge the 





Based on 


prices. 








Relative Desirability of 
Railroad Securities 


Joseph F. Hartley prepares weekly the index numbers 
of 52 railroad common stocks, showing their relative 
speculative and investment merits. 


( Current Earnings 
Ten-Year Dividend Record 
Book Value 


Ma ntenance 


A carefully compiled record covering 1921 and 1922 
proves that in every case tie index numbers have bce. 
an accurate barometer of relative changes in selling 


‘Lhe true statistical position of these stocks, as accu- 
rately indicated by the index, enables every banker, 
broker and investor to exchange the less desirable for 
those in a more favorable position. This index is fur- 
nished to our clients every week. 


Yearly Subscription Price $1,000 


No banker or broker who wishes to protect himself 
and his customer can afford to be without this service. 


A sample copy of the latest weekly report, 
together with the results of 1921 and 1922, 
will be mailed upon request for ‘“W-2” 


A more satisfactory description of this service can, 
however, be given in an interview. 


JOSEPH F HARTLEY 


* SPECIALIST IN RAILROAD SECURITIES - 


15 BROAD STREET NEW YORK 
TEL ~ HANOVER 2632 























Durant Stock Floods Curb 


By Horace Scope 


to convey some conception of the nature of the week on the New York Curb 


C« FUSION is about the best word I can think of at the moment with which 


market. 


Prices, generally, moved in a manner that made it imposible for one 


to record anything in the way of a definite trend. 
One feature there was which tended to provide pyrotechnics. That was the flood 


of selling orders in Durant Motors. 


Fisher Body, in a turnover of a comparatively 


small volume of shares, declined for a net loss of more than ten points at mid week, 
which served to accentuate what was happening in Durant. 

The former head of General Motors appears to have started something. The selling 
ef Durant Motors, so some of the wise men said, was for the account of “friends” 


who were taking profits. 


Mutual Oil is attracting a substantial following. Humble 


Oil also appears to be under accumulation because of its possibilites, 


RITAIN’S announcement that the 
terms proposed by the American 
Debt Commission for settlement of the 
question of payment of Britain’s obliga- 
tions to our government, served to check 
the selling wave which was rising high at 
midweek. But the effect could not be 
described as having been particularly pro- 
nounced. 
I like the manner in which Mutua Or 
has been acting of late. When the rest 
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of the market was inclined to be weak, 
these shares held steady, which leads to 
the conclusion that the students of securi- 
ties in the so-called “outside” list are satis- 
fied with the outlook for MuTwWAL. 
stock 


Asa 
which appears to have attractive 
long pull possibilties, MUTUAL appears to 
be in good position at the present time. 
Speaking of oils, there are one or two 
companies which have the benefit of the 
Standard Oil aegis which are worthy of 


special study just now. One of these 
is Humsie O1, which I propose to ana- 
lyze briefly in an early issue. 

MaracAIBo AND Vacuum both have been 
acting well during the sagging periods. 

BrooKtyN City RarLroap shares at- 
tracted attention this week when there ap- 
peared to be active inquiry, and brisk buy- 
ing. It is rumored that the company is 
negotiating with B. R. T. which affords 
explanation for the strength of the former. 

BrooKLYN-EpIson new shares, recently 
added to the list will be traded in when- 
issued,, 

* * * 


S. O. of Indiana 
IGHER prices for STANDARD OIL oF 
- INDIANA are predicted by close stu- 
dents of the company’s operations in the 
past year, and of the status of the com- 
pany in the light of future prospects. It 
is estimated that the company will show 
earnings for last year of about $6 a share. 
That estimate of earnings may prove to 
be high, but it seems reasonable to expect 
the actual showing to be such as to justify 
anticipation of the stock being placed on 
a $3 dividend basis. It is scarcely likely 
that the conservative management would 
countenance a higher rate, although such 
action might be considered possible. 
Combination of the two companies 
would mean a strong organization as it 
would give INDIANA large refining facili- 
ties which would be of great benefit. 
Standard of INDIANA at this writing is 
selling at around 62, which is regarded as 
considerably removed from the level 
which it may be expected to reach later on. 
If the final dividend rate of $3 is de- 
cided upon, and the merger does not oc- 
cur, then the current price is about right. 
But, if the earning power of the two com- 
panies is combined, and a higher dividend 
rate is declared, there is ample room for 
price appreciation. For the present, how- 
ever, we would regard the stock as one 
which probably will have to be held for 
some time before there can be any great 
profit from price gain. 


L> 


Sergeant Mask Dropped Again 

That master of High Finance, Leroy 
SERGEANT, has broken out again, not in a 
form to gladden the investors interested 
in his projects, such as paying a dividend 
but in a manner to arouse their anger. 
When he was dropped with a thud by the 
CoMMONWEALTH FINANCE Co. he immedi- 
ately launched a finance enterprise of a 
similar character and sold units of its 
stock for $135 a share, part preferred and 
the balance in common. Recently, the 
dividend. on the preferred was passed, 
much to the surprise of the shareholders, 
but not to us, for this is a common failing 
with the stock-selling schemes with which 
SERGEANT has been identified. When the 
rreeting of the shareholders was called, 
about fifty of them, with fire in their eyes, 
attended in person. We _ suspect that 
SERGEANT, from a_ safe corner, saw 
threatened storm and, hastily calling one 
of his satelites, told him to inform the 
crowd that the meeting was adjourned to 
a later date. 
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Wilson Shows 


Improvement 


Recently, the stock of Wilson & Company has attracted some good buying. 
The annual report, which will be published in March, it is expected will show 


a fairly substantial balance for the common after preferred dividends. 


Wil- 


son’s juntor shares are low-priced and, in view of the status of the packing 
industry, appear to be fairly attractive as a long pull proposition. As far back 
as last July, the company was earning in excess of its preferred dividends. 
Since that time, very substantial improvement has been reported in the com- 


pany’s business. 
Wilson common a “C” rating. 


EAT packers at the present time 
M are enjoying considerably more 
1 prosperity than they have for 
some time past. There has been a gen- 
eral recovery in the prices of their prod- 
ucts and, in place of the large, inventory 
losses of 1921, most of the companies in 
the past year actually have made inven- 
tory profits. 

According to the best informed authori- 
ties, the packers should continue to enjoy 
prosperity for some time to come. 

Of course the most of the companies 
have increased bonded debt to such an ex- 
tent as to impair somewhat the position of 
their stocks. Wilson has a debt of 
around $50,000,000, which means a large 
demand upon earnings before the stocks 
can participate in profits. That debt com- 
pares with only $15,000,000 in 1916. 

The investor who prefers comparative 
safety to speculative chances will be more 
favorably impressed by opportunities af- 
forded by the bonds of Wilson that those 
represented in the stock, as an increasing 
amount of actual value in properties has 
been tied up by prior liens of bonds, so 
that the equities back of the common 
stock have been diminishing rather than 
increasing. 


Guenther’s Independent Appraisal of Listed Stocks gives 


However, the indicated earnings for 
Wilson in the past year justify the belief 
that the junior shares have a fair earning 
power and are steadily gaining in that re- 
spect. 


The packing company stocks as a whole 
have not participated in the advance in 
industrial shares and therefore are in a 
stronger technical position than a great 
many of their class. They are less likely 
to come in for a substantial decline from 


present levels. This is specially true of 
Wilson. 


It may be some months before Wilson 
will begin to discount in a substantial way 
the improvement that has come about in 
the industry, so that purchasers at pres- 
ent prices must be willing to accept the 
risk of having to wait for appreciation in 
the quoted price for their holdings. That 
the stock is working in that direction ap- 
pears to be assured. 


The satisfactory thing about holding 
such a low-priced industrial, however, is 
that there is little chance of a serious de- 
cline, and a possibility that, everything 
else being favorable, the stock will show 
greater strength than the average indus- 
trial in the next six months. 


An Unusual Market Situation 


Producers & Refiners common stock has enjoyed a sharp advance froma 
low of 24 in 1922 to its present price of around $50. A quarterly dividend of 
$1 a share was declared on the common stock, the first since May, 1921. 
While the common stock has advanced about $10 since last month the pre- 
ferred stock has remained practically stationary and has not reflected the 
improved status it should enjoy through the inauguration of dividends on 
the common at the rate of 8 per cent per annum. 


\HE preferred issue is also of $50 
; par value and is entitled to cumu- 
lative dividends at the rate of 7 
per cent annually and participates with 
the common fro rata in all payments 
above 7 per cent. The preferred issue is 
around $44 bid, compared with around 
$50 bid for the common. The common 
cannot be paid any more dividends than 
can the preferred and the preferred has 
of course the additional advantage of be- 
ing entitled to cumulative dividends of 7 
per cent ahead of the common. 
Why then should not the — preferred 
stock sell as high as the common? 
Fundamentally there would appear to be 
no reason for this spread. It is true the 
preferred is callable at $53.75 a share, 


February 3, 1923 


and there is slightly less than $3,000,000 
outstanding. But even if the stock were 
called it would give a profit of almost 
ten points based on present market prices. 
The yield on the preferred without fig- 
uring the participating feature is as high 
as that on the common figured at 8 per 
cent. There may be reasons other than 
the relative statistical positions of these 
two issues that account for the spread 
in price, but “from the outside looking 
in” the preferred appears to be much 
more attractive than the common at cur- 
rent market prices. 

The common stock is rated 
Guenther’s Independent 
Listed Stocks. 


“CC 
Appraisal 


by 
of 











7 100 Years of Commercial Banking 
a CHATHAM & PHENIX 
NATIONAL BANK 
Nanos Capital, Surplus & Prefits $20,000,000 
BANK 149 Broadway, Singer Bidg. 
enSawem And 12 Branches 




















Guanajuato Power & Electric 6s 
and Stocks 
Cent. Mexico Lt. & Pr. 6s and Stock 
Empire Lumber 6s 


Hetchkin & Co. 


Bosten, Mass. 
Main 460 
DIVIDENDS 
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BROOKLYN EDISON COMPANY, INC. 
BROOKLYN, N. Y. 
92ND CONSECUTIVE DIVIDEND 
The Board of Directors at a meeting held 
January 23rd, 1923, declared a regular quar- 
terly dividend of $2.00 per share on the capi- 
tal stuck of the company outstanding, pay- 
able March ist, 1923, to stockholders of rec- 
ord at 3 P.M. on February 15th, 1923. 
Checks for the above dividend will 
mailed. 





be 


E. A. BAILY, Treasurer. 





MIDDLE WEST UTILITIES COMPANY 
Notice of Dividend on Preferred Stock 


The Board of Directors of Mitidle West 
Utilities Company has declared a_ three 
months’ dividend of One Dollar and Twenty- 
Five Cents ($1.25) upon each share of its 
preferred capital stock, payable March 1, 
1923, to all preferred stockholders of record 
on the company’s books at the close of busi- 
ness at 5.00 o’clock P. M., February 15, 1923. 

EUSTACE J. KNIGHT, Secretary. 





STANDARD SANITARY MFG. CO. 
Pittsburgh, Pa. 

Jan, 31, 1923. 
The Directors of this Company have this day 
declared regular quarterly dividend of 1% 
per cent. on the Preferred Capital Stock and 
2 per cent on the Common Capital Stock and 
extra dividend of 3 per cent. on Common Cap- 
ital Stock. Checks will be mailed not later 
than February 15 th to Stockholders record 

February 7th. J. W. OLIVER, Secretary. 





Guaranteed Stocks 


Stocks that rank with bonds in quality, 
although not so widely known and offering 
better yields as sound investments, are 
listed among the Guaranteed Stocks. Paul 
Willard Garrett contributed an article to 
the New York Evening Post on this in- 
teresting subject and it has been reprinted 
by Joseph Walker & Sons of 61 Broadway, 
New York, for distribution to those inter- 
ested in this class of investment. 


4) 


Riker Promoted 
The advertising field offers quick re- 


wards to hard workers who are am- 
bitious to succeed. One evidence of the 
truth of this statement is the record of 
Harry J. Riker, Vice-President and Ex- 
ecutive Director of Wm. T. Mullally, Inc., 
one of New York’s big advertising agen- 
cies, who started with the company as an 
office boy less than seven years ago at 
the age of seventeen, and was steadily ad- 
vanced as a reward for merit. 





Since he became assistant secretary of 
the company in 1920, Mr. Riker has be- 
come a very successful account executive 
and a few days ago he was appointed by 
the Board of Directors of Wm. T. Mul- 
lally, Inc., as third vice-president and 
Executive director of the company. Mr. 
Riker was educated in Brooklyn, where 
he resides, and attended the City College 
of New York. 


159 





. New York Stock Exchange 





























d Y 484 
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Libbey-Owens Com, .........0e20% 111 115 LaSalie & hoch 7% pfd. ........ 98 iu. Toledo Gas, Elec. & Heating 5s.... 88 91 
LADO ASHORE, 608 veccsecevsewe et se Ohio State Tele. Co. pfd. ......... = = bt ee Ssh es cecudinee sens a = 
EEE MAOERROD . an 650540005 sse08 ee Pe eae ee ee oledo Lae se ee 
Toledo Edison 8% pfd. .......... 105 106 So eer 109 111 Electric Auto-Lite ....... -102 103% 
Haughton Elev. Co. pfd. ........ 85 90 Paragon Refining Co. com. ........ 10% 11% Toledo Theatres & Realty Co. "Qs. » 101% 
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